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Format  of.  Hearings  on  S'ARMWORKi^iRs  m  UvuAh  America 

The  Subcommittee  on  Migratory,  Labor  oonductJed  public  hearings 
in  Washington,  D.C,  and  inSan , Francisco  and  Fresno,  CitKf.,  dur- 
ing the  Congress  on  ^^Flirmworkers  in  .Kural  America.-?*  Tliesc 
hearings  are  contained  in  the  following  parta: 

/"     Subject  matter  Hearings  dates  ' 

Part  l':  Farmworkers  in  Rural  Povcrty^-^— ^«   July  22.  ^ptember  21 

.  ^  ^  afcHl  22.  mi. 

Part2:^Wlia  Owns  thj  Land?™«  ^   NovemW*  r>,  1071,  ^ 

Part  3:  Land  Ownership,  Use  and  Distribution:  ^  <. 

'  •  A.  San  Franeisco..».^-«--.--««-.-^-«»—  January  11, 1972. 

B,  Fresno    ^1==:^-  ^  'January  12, 1072. 

(j.  San  Francisco—.  -   — ^  I  January  13, 1972,  - 

Part  4 :  Rol(?  of  Land-Grant  CoHorcs  :  *  * 

'    A   —  10, 1072. 

 -    June  20,1072, 

Part  G:  Appendix:  A  and  B,  ,  i 
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STATEMENTS 

.    '  ■  ■      "  • 

.Before  the  Subcommittee  on  Monopoly  oX  the  Select' Committee  on  Small  * 
Business,  U.S.  Senate,  liearing  on  the  role  of  giant  corpoi?atlon8  In,  the  ^ 
Amgrican  and  world  economies: .  '  *  ( 

Goldsclftntdt,  Walterv-pTofessor  of  anthropology,  University  of  Cali-  P*f« 
fomia,  Los  Angeles,  prepared  state^raent,  March  1,  1972--.-.=-^ 3306 
_Gfecne,  Sheldon  L.,  National  Coalition  for  liand  Reforb,  prepared 

8tatement,'^March  2,  1072 — ,  — ^ —   3387 

Nplson,  Hon,  Gayjord,  a  U.S.  Senator  from  the  State  of  Wisconsin, 

opening  stattoent,  March  1. 1&72„«„-.^«-..«-.-=„«.^»^-«  82?0 

'  Raup,  Philip  Mm  professor.  Department  of  Agricultural  and  Applied 
Economics,  University  of  Minnesota,  St.  Paul,  Minn.,  prepared  state- 
ment. March '1,  1072„.»,.„-^  —  «  S845. 

Rddefeld,  Richatd  D.,  profesor.  Department  of  Sociology,  Michigan 
State  University,  East  Lansing,  Mich.,  prepared  statement,  March  1,' 

1072  «^  3243 

Wilkenfng,  Eugene  A!,  professor,  University  of  Wisconsin,  Madison,  ^ 

Wis.,  wepared  statement.  March  1,  1072 — ... — — j  -3329 

Winuner,  Ed,  vice  president,  public  relatioiw  director  National  Federal, 
tion  of  Independent  Business,  inc.,i  f)repared  statement,  March  2. 
1072  ^   3305 

ADDITIONAL  INFORMATION  ;       -  / 

Articles,  publications,  etc. : 

.  '^A  Profile  of  California  Agribusiness,"  Agribusiness  Accountability  ^, 

'    -  Project.  Wa8hhigt(/n,  D.C.;  January  1972   ^  3055, 

"Arvin  ^nd  Dinuba  Revisited ;  A  New  Look  Tit  Community  Structure 
and  the  Effects  of  Scale  of  Farm  Operations,"  hy  Bruce  L.  LaRose, 
graduate  student,  Departiiient  of  Geography,  TTniversity  of  Minne-  «  ' » 
sbta  3355 
"Corporations  Having  Agricultural  Oi)eration8,r  Agricultural  Eco- 
nomic Report  No.  '150.  Aprlf  1009,  Econ<amic  Research,  Service, 
.  T^SDA  — 8137 

"Economies  of  Size  in  Farming."  Agricultural  Economic  Report  No.  107. 

February  1007.  Economic  Research  Service.  USDA«=I«^^„^..„»«-«..=  8407 
"Our  Sl.OOO  lifffgost  Farms."  Agric,ultural  Economic  Report  Na  176. 

-    March  lOtO.  Economic  Research  Service.  USDA^«»  ^  3170 

"Who  Will  Control  Tt.S.  Agriculture?"  policies  affecting  the  organiza-  • 
tloiial  struetdre  of  XT'S^  agriculture,  TTniversity  of  Illinois  special 

publicatioil  No.' 27,  August  1072 —   — 3409 

(V)   '  »  :        ^  ^  • 


AGRIBUSINESS. ACCOUriTABILlTY  PROJECT 
1000  Wii^cbnGin  Avonue,  tJ.W. 
.    Washinston,  D.Ci»  2000? 


A  Prof  llG  of  Calif  omi^^  Apcribuainegsn 


January  11,  1972 
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v.-     ■  ,■ 

Thlo  •'Prof  ile  of  Cnllfomla  Aprlbunlncaa^'  mibilfjhcd 

by  the  A/5:rlbualnenn "Accountability  Project  nocl:p  to  .  ^ 

simply  nhow  the  ncnoral  utde  spread  Involvement  by 

fill  cer;montc  of  Aacrlcnn  blr:.  bunineoa  in  nnrlctilture* 

No  effort  han  been  made  here  to  list  all  of  the  larne 
corporotlona  who  are  Involved  In  ap:rlbunl^jo»r.  !fe 
donlre  merely  to  show  that  the  once  olear  line  between  <. 
the  rural  farmer  mid  the  urban  bin  buslncnnman  has  nou 
become  nlmoat  lndlotlnp;ulnhablo»  ^ 

All  financial  f inuren  uaed  are  for  1970  (unlena  ^ 
othcrulrjo  cmclf Ically  noted).  The  nurabern  which 
anpear  in  paremthcGla  ontJoalte  Haricot  Vp.Iuo, 
Rovenuoo,  Aasotn  and  Profit  rlgnlfy  that  corpora- 
tlona  rennectlvc  T>l«ce  In  the  national  ranlrlnnn 
nccdrdlnr*  to  Pnrben  VjirmininYir.  of  ATne'»*lcnn  Burjinerjrt 
Annual  Directory  (Kay  16.  l^mK  ^ 

A  Kenerouo  portion  of  the  Infornatlon  uocd  in  pro-*  . 
parlnr:  t'^ils  profile  wan' drawx  from  the  public  fllea 
of  varloua  ^ovemaent  re^^ulatory  a^renclea,  nuch  an 
the  SccurltlcG  and  Exchange  Connlnalon,  the  Federal 
Trade  Conml^alon  and  the  Interstate  Coamerct). 
Comal 00 lonf 

♦  ■ 

Annual  company  otoclrholder  reports  and  pro?:y 
otatonQntn  wore  examined  cXocoly  and  varloun 
tra^e  publlcatlono  and  aajor  nofsnapern  and  mafsa-  i  * 

slneo  llho  the  WaII  Street  Joumnl  and  the  tnn*^  ^  ^ 

^   Anrrelen  Tjnen  were  read  clo'Seiy  each  day.  C 

Thin  T)rof lie  in  part  of  the  continuing:  effort  by 
the  Aftribunlnean  Accountability  Project  to  not 
only  docunont  the  nature  nnd  ertent  of  tho  role 
in  blr:  bunlnoon  .ln  rural  Anerlca  but  nal:o  thcno 
corporations  more  accountable!  to  the  mblie 
they  ohoitld  nerve. 

.  ' 
,  -  A*V.  Krobn 

Gtnff  Rere'ircher 
January  7,  19?2 
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ANDERSON^  CLAYTON  A  COHPAKY 


P.O.  Box  2538,  Houston,  Texas ^  77001       "       ,  « 

Plnonclftl  Prof llh  *  ^ 

Market  Value;  *n7»629,000 

Revenuea:  (272)   ,  *639,077,W0 

Aatota:  11355,956,000 

Net  Profit:  I  I  12,373,000 

Chief  Executive:  T.J.  Barlow  i 

^     Total  Remuneration:  .$1^3,000 

Value  of  Shftres  OKned/Contrblled  By:  $302,000 

yhygilcal  Profile  '  *  ^ 

)       NO.  of  Emnloyeen?      -     l8,00t)  .  ' 

Otma  52,000  acroc  In  the  San  Joaquin  Valley  (30,738  acrea  locntcd 

In.  the  Wectlandn  Water  District 
Divlfllonc  and  aubsldlarles     aee' fbllovrlnp?  t>»f^e 

Op£ratlrn  Notcg  '  riUlMlNQ  '  ' 

no^n           ^2°?"?  •  68^  of  total  .aff^Ktlnfl  cotton,  Mfftowtr  and  •iftir.yWdt 
in  .1909  Viflta  del  Llano  Farms  pr«vtnt«d  lh#  VWa  d#l  Unno  Farni  optfulloo  hi 
leased  7,180,51  acres^ln  Fresno  San Jo«»uln V«»«y of Crffomlii from 
County  from  the  Southern  Pacific  •chl#vInoantteIp*(t<Ifawlta  tor Wiaywir.  How- 
Company.                                   -^^A  •vtr,rttumtprovtd»ubi*iM«!«llybttt«rthanln 

In  1970  Vista  del  Llano  Par«li.  itStJl^ln^lSTa^  '"'^'•^ 
leased  7,180.19  acres  in  Fresno 

County  from  the  Southern  Pacific  Atirt^HhmoMOomrntrcWftrrnlr^opafttlonfhi 

'     Company «  .  California,  ami jnarry  tlHwhcrt.  ft  hat  bicomt 

Jf  axlramtly  difficult  to  oparalathJi  farm  profllaWy 

1070                     fy^\nct  n£,o  waUr.     and  o<har  colli  canrwt  bft  fully  off  wt 

HCz. t^*ixk*^^i  tjyjncraaitfinprlcti  of  fami  product!,  mott  of 

1999  •«.....•••  3   778, 62<f  whkbarafraquantlyin wrpluifupplyfThaM 

1968                     ^    7if5,6^f7  condittons^havtlnhirndtprmtrfjMilM valoat for 

196?                     ft  ^  thtland.whichitcurrantlywalliultadonlyto 

'        1<)66                    it    /^p;>  fliin  ?lf         farming  optratkihi,  Navarthtltii,  consldirabia 

'^'^   *•  ^    Or.i,,o*to  ,V  proortiilib^nflmada?jv:ontlnuinfl«fforlno 

— : —   convart  various  lagmanirof  (hli  iarga  and 

^3,  52, 87 3  acattarad  farming  •clivity  to  an  adaquataly 

,  ^  prolittbia  bail*. 

'       •         ,  *  -  1970  Annual  Hcmrt 

Int^rco^nnfttln^  mrf^ctornten 

Fl^^h?^]^h?^'^2^.?v''''^^''^*  Au^^tln,  Oabncy.  Northrop  &  C^rwood  (law); 
Moit^  Siif.?^!?!'''''  r  ^0T{^^  Stanley  A  Co.;  Rotan 

Hosle-DirUft.i  .Union  Inc.?  Rlvimia  Poods  Inc\,  nmonfr  others! 
-     •       ^       ■    V  * 

^  1^ 
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Andef!W  Ctayion  Pbods 

Oftf  M«><i  t.K*,  9$Vm  ttu%  IStiO  . 

tH»4  *  *.  IfiHtH  tM9\t 
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S}MO  AmK-a^Dr  vi.  >4«uit»n.  Tiui  77949 


riiiiA.  fXw|lMWi|ll>j*»i   . 

HmttWWW,  ptit./M:>1M<  •t'.H!'.<'<«*AU 


'    mm^  m  i  ■ 


t>f«m*  MMAt-t-*  tf*ti«f«.  vM'r 


•AndefeonCiaylon 


Nttiify.      k*:)^  tft^ 


GULF  ATLANTIC 

PA  IM  2)M  Hw4l«t,t««4«  77011 


J^wUSllf"  *****  •♦^IMfH* 


Afyjcfsonaayton 

Coffft  DMtfon 


Anderson  Clayton  Cotton 

2  »Mtii  rrtftt  MrH(. 
^HftlMM  •t  Nil  Mma^V  S<  tAwtM 


Anderson  Clayton 

•  BRAZIL 

IrxJuilJia  e  CointfcK) 

M*tM«<<H>  •h«|fr'H>*i 

WMfwtl.ff  C.il(.lnrf.!fi 
C««inf#tr  M*rthif.$:i:.<t| 


ACCosA  twexico 

^  Rtftrmt  4111 
!.  D.r ,  Mate* 
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ABDRH-MAYFAIR,  INC,  "     \'  ^         .     \  '  ' 

 : —  —  %  '  •  A 

?.500  South  Oarneld  Aveniic;  Lon  Ancele^iXCftllfomia  9QQ5^' 


Plnitfioiftl  Profile 
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Kiirket  Values  ^    |  20#18i|-,000 

HerenuMj  (376)  '  <63O,O0O,OOQ* 

Assists:  .    ^  •  •  4X35tOOO,ooa^^ 

Net  Prof Iti  ^  I  2,823,000' 

^  Chief  Executlvejf  A.J.  CrosiKJn 

!Jot«l  RewunerAtlonr  $75,000    •  ' 

.  Value  of  Shares  Oimed/Controlled  By:    Not  Available  /' 

12,317  atockholdera  and  2^76^^606  common  «hai:eii  of  etocic  outatandins 

Phywlcnl  Protile  .  ^  -  ^ 

No.  of  E«plQyee««  10,JtfOO 

222  retail  grocery  «tora«  and  k\  planta  and  Karehounea" 

'  mrlfliona^nd  aubaldlarieas  GelBen'a  Mmrket  piriaion,  gicharda 
#  Market,  Market  Confcctiona  Inc.,  S  &  A  Dicoount  Foodir,  Mayfair 

,    Marketa,  A  A  M  Food  Servicea,  Farrel'a  Ice  jCreaa  Parlour,  GPS 
.  (Manufaoturern  and  aello  vater  treatment  equipment  and  pool 
oheaical«r),  Arden  Dairy  Biviaion,  Ardoo  Inc.,  CaJaellia  Pioed  ^  " 
Cream  Co.,  Enterprioe  ISquipment  Inc.,  Artoo  Printers  and  Litho, 
A  a;  H  Notea.  Inc.,  Rioharda  Lido,  Inc.  and  A-M  Properties. 

Recently  pcauired  Telautograph  Corp;  (meaaage  and  trahamianion 
equipment)  xhioh  at  the  time  -owned  300,900  shares  of  Arden-Mayfair 

Opfeation  Noten  ^ 


r 


Groceries  are  purchased  and  delivered  from  ^^independent  Kholecalers.^ 

On  April  28,  1970  the  Pederal  Trade  Ciwmiaolon  tentatively  accepted 
V  connont  order  that  ppohlbiti?  Arden-ilc(yfair,  Inc.  from  accaptlng 
allegedly  IIIcctI  brokoraf^e  aervlceo  on  purcheiaea  of  grocery  pro- 
djict«.  Boflidcfl  A-H  the  order  named  Chambbsrse  Co.  (Los  Alamiton, 

/Calif.)  and  llftlfley  K.  Chnnbonne,  an  official  of  the  brokerflf:c'co. 

ffhe  FTC  clMtped  A-M  waa  uninr:  Chambortne  aa-an  agent  in  Wrchnning 
■   Of  private  label  grocery  pfoduota  from  varlouo  ocllera*  A-K  re- 
ceiver! vnluablc  brokerafjo  oorvioefl  f rom' Chambosfio  without' pay in/r 
apy  brokerano*  (Detaila  .Wnll  ntreet  jQumaX.  April  28,  1970. 

Xntrrn^onnnctlnr;  Dlt^rctornten  •  *      '  .  ' 

Mitchell,  Silberberpr  ({j  l{nupD*(lm0.5  Volley  National  Bmik  (Phoeni::. 
Arls^na);  Rhoton,  Rhdtcn  &  Speerntr;!  UoivOj  Northrop  Corp.,  amonf? 
other.*].  w  .  ■ 


EMC 


12     .  ■ 


Otte  Gr^emrtcli  Plaza/  OrefeW^^^     OonAecticuit.   0683O  •  _  :  *  * 

T^in^ciai- Profile;  : '        r  ^  ^  v.:  '        ■ ■\ 

Revenues:      •  fete,  186, 000         '  .  .   ...  . 

Assets:    ...  :  '  93^7 [ 5^7,090  '    :  .  .  .  \ 

Netr  Proflts:  ,        :  '  .  $  J  • --if70^000  /     ^       '  i    V  ,    ^  ' 

Chief  ExeGutiVe?  '  '      •  Wallace  •  .  ,       V;x;    >  •  "     *  .  - 

-Total  Remuneration?  .  $100^000^     .     -  -^j  -  ^ 

Vedue  of  Share.s  Omed/Controlled  By:      $27'^,Q00  .  (cjto  stock) 

Phyi^icai  Profile^    „     ^  . 

No.  of  Employees:  '    9,000  '    .     .  • 

Subsidiaries:  Piper  Aircraft  Corpv,' Piper  Aircraft  J^^^ 

.  '  Balboa  Motor  Koines,  3>uo/ Feat hietvTei'ght  Corp. ^  Jens^  Harlne,  ^Phe 
%.'K1i:fm&y:  Co»,  a?he  LiUirs  Co. ,  O'Day,  Banger  Yachts,  Hent-A-'CrUise 

v  .  ot:,  America,  Sewgolng  Boats.,  Stai:craft  Co*  ,  Yankee  ^J^Xotqr  Co.,  , 
.  '-;^0  &  k  Manufacturing  Co.,  Waulceisha  Motor  Co.,  Waulceisha  Kbtor. 

'  Western,  I^td.,,  Producers  Cotton  Oil  Co.  (see  below}:,  Xreneral 

•  .OMinanCfe  Equipmerrt  borp.,  The  Identi-Kit  Co.,  The  Lake  Erie 

,  Che^iical  Co. ,  Pacific  Tachnica,  Smith     Wesson,  Smith  &  Wesson- 

yiocehi.  Smith  (Sv  Wessort'Leathe;:  Co.,  ,SMth  <fc  Wessoi^  Pyrotechnics 
;  :lnc.  ,-iSmith'&  Wesson  Sec*(tity  Services j  Stephenson  fCo.  ,.  Barker 
Mariufallvailng  Co.,  Bartlet^-Snow,v^'ECO,  . Jetstream  Systems  Co, , 
]feMeco-j^ll^,  ani  f  iv.e  i^  compattlesv      ^  - 

;        ■  •.■  ■■/W,-        ■  ".        '  ■  .  „;     •''  ;  ■ 

.Operation  "lliStgs     *  ,  [  >  * 

I*     ' -'^f^L  -i-  -.. .       j>      ■  . 

Agricultural  ^ales  *  •  i  ,    *  -   /      '  .  ^.  * 

qontxibutiwk    ^^0»7  -felllion'  of  the  total  $293 i 6  million-;  ;  ^ 
Ajgricultii^alvPaSo^it  :  .  "  ^  % 

'  .  Contiribution  >JJ  I.3  milllph  of:  the^  total  $1^.8  m3^Xllo>i 
•  ',  •    ,  ].    *  ■  i^:^'^-'-'  ■h..''-:'-'^.-':':.'--'^'  ':■  ■'' 

Producers  CoWon  0\X^  Company/ (36uth  Lake  V  •  ■ 

*  -own's  60>000  acr^i^^d  leases  an^ther>0,OOQ  acre^  in  the 

S^  Joaqtiin  Vall.ey  and  Arizona.. ,  .  .  * 

.  -Kintegrat^d  growing,  .procfis61tiJS,  :.trkrehousing  and  merchandising 
of  cottcp-a^id  agr^cuXtural  prOduce;-y  -v^egeta^  otX  and  ai^lmal 
fe'e^  processing  and  inanufaetur^rt^^  .  * 

-prope1?ties*.£ind  depreciatibn.and  ^ub^  -  see  following  t>age 

Ihteroonnecttng  Dlreatorat(?fi  -  .         ,  ?  •      (/  ^  •  i» 

Bank  *bf  America  K.T.  &  S.A.  j^Lorie  Star*  Industties^linlt 
-.among  others.    .  4  *      '  . 


*{3)pr«Mrt)MMHl0«pr«ct«ll«ii: 

ProptHit*  ind  rilatid  ■eeumulaud  dipr«cl«t{on  at  Sipfcmbtr  30,  1d7D 
cbhtlstpl:    ,         ■  .  • 


Und   

Farm  Land* 
Building  and 

MaQhlnaryjvid'Equipmtnt. . 
,  Laasahpldi  «. 


Proportlea, 
•atCoii 


11,755,717 


^Annual  f 
'  Ratas  p(  .  .  Accumglatad  ' 
Daprocfa>?on  -Depraet^Uon 


30.«ti.13«  2,5l^f0%/  f.75S.7i3 
7<,SIM22  •5V4  to33*S%  ;i46.1M,t2« 
2.123,195  •  Tarm  ot  Laase  "  99^,0it 


$123,321.113 


iSftt<4,g70'. 


Fawn  landa  and  olBer  pfopartlai  ol  Producer*  Collon  Oil  Company,  ^  ^4, 
consofidatad  tubai'dlary.  ara  jubstaninliy  pledged  under  deed^of  trusti«n<)' 
mon^tgca  to  sacura  certain  insurance  company  loans  arid  bank  ioa'ni^ 
Tha  adgregaia  emount  0'  dapricltlion' chargad  for  lha  years;  andad 
aplembai'  30, 1 970  arid  1 960  wai  $t,W6.753  a  nd  $«t305, 120,  ra  jpectivafy-  ' 
Tr»a  "axcats  coat  over  nal  assoia  o(  companlas  acquired**  Is  considered  Iq 
have  a  continuing  valpo  over  an  Indefinite  paiJod  and  Iharefore  i»  not  being 
amoni^ad.      ,  ^  ' 


Pxoducers  propgrlies  are  an  asset  belteved  lo  have  a  market 
value  now-artd  more  so  in  the  future— subslanlially  in  excess 
pf  our  $12  million  carrying  cost.  Proposals  ere  being  readied 

•ways  to  Improve  rtturnslrom  this  land.  The  University  of 
llforniahas  complitid  the  first  phase  of  a  preliminary  study 
of  th5  Sin  Joaqgin  Valley's  west  side,  Indicating  a  liStig-range 
potential  fgr  urbanlzal'M  and  Industrial  development  In  the 
agrlcuKural  region.  A  good  slftire  of  Producers'  larid  fs  • 
focated  in  this  area,  whfch  Is  bisected  by  the  mammoth  San 
.'Luis  Canal  and  a  new  freeway  connecting.  San  f  ranclsco  ancf 
Los  Angeles.  Additional  sjudies  areaimeqlft developing  stiir 
other  Iflnd  as  smalf  "Rancheros"'.' subdivisions,  atld  real 
estate  investment  programs. 

*  *   -  1970  Arioiual  Report 

Producers  Cotton  Oil  Co. 
in  1969  leased  kj^'M,.B5  acres  . 
in  iCern  Cbimty  from  the 
.  *   Southern  Paciflfr  Co. 


qondansed  balance  Sheets  of  Prodc;p  Finqrwe  Co.,  wholly  6%nod  \yA6 
ducaii  Cotlon  Oil  Company  (a  iiibtidiary  ol  Bango^  f^t^  aTa  Ss  K' 


/•rodeo  f/oance  Co.'-Cp/jdaosedfla/a/ice  Sheds 


Assolt 


.  Cash   

Nolas  end  accounts  receivable 
..  Coaris and  4jdvan<»s  to  growers 

Crop  loans  to  paren?xt5fnpany 
owried  ranches  v-** 

Deferred  charges  . .  ^  I, 

i/afi/W/esancf  Cap//a/' 
^Coahf  payable  !o  banks  Jj' 
Accounts  payable  and  accrued  expanses  . » ,  i 
Short-lerm  advances  Irom  parent  company  » . 

'farantcothpinylnvaaimant:  ^ 

Subordinaled  toana  

Advances   

.    Capital  slock,  25,000  Shares- 
;   Jlparvaluev. . 
Reiainediearning»-.begfnnlr)g  oVyear  V.l 
1  Add  net  Irt^orne  (rcvenuat  $2.51$  534 
leas  expanses  of  $2,4H,t07  In  H70) 

,  Raiei,ned  earnings— end  ot  yftar  

■  : 


I  25.000 
7.383,3  tS 
l5;ft5.M7 

2,411,190 

1.224 


$  25, 
•1,65 
"2f.50l 


\5.52l.i}52 

i.tea 


z5.qoo 

5Ul5 


<6  ^vgo.WB 


$1 0.450 J79 
957.741 

..<.2M.70a 
S17,t92,322 


4/)oo;ooo 

3,723,523 


$2S.065.1l44 
S30;404- 

_2^H503 

S33.2a0.25t 


4,000,000 
'3JI7,7t| 


.  25.000 
27,147 


7.795.097" 
$25.497,4 19 


25.000 
15,950 


V>y.147 
7.939.915, 
S41.120.gW 


Sln?'^- ^^^^^^^  sis^is- 

?£c«''K"to  In $1,56o.00apr(ntip,l amount 

d!h?  Vh-  llS?;?^     J**  -"■'f     P^/fnanent  reduction  ol  the  lono-tcrrti 
'xmmt  oitS^on^^        t«  deferred  pending  deterrrtMl«  |S 
iSn.  MuldatlQh  or  the  rematning  unite  and  the  tax  elltcte^ 

'  -  I97O  Annual  Report 


South  Iialce  Farms 'ASCS  Subsidies 
1970  .*5a,875>f5^^ 

;   1969  ^Ji, 788, 052 

19^8-     ^ .......... .  ?S1,17V  5  320  ■ 

1967  ........v....  ^!51,30'f,09> 

.    1966^.. ..v.. ......  $l,if§8',696 

** '     *  %  *k       '  ■  -  .  -  ■ 

.  5^7,613,615 


■  J 
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BAliflCAHERICA  CORP,  (Banlr  pf  AmerAoa  N,T.  & 

Box  3iKl5,,  Rfticon  Annex,^  San  Francisco,  Calif  ornla  j^l20 

Financial  Profile 

Matltet  Valwe:        (3$)  ^fa, 201,920, 000 

Revenues!  :           (9^)  •  '        $1*^^89, 255, 000  ■  " 

Asserts:                 (2)  .  *29,739,902,000 

N^lb  Profits:         (25)  $163,878,000 

■  ■   .  '    ■                 "    ■■  ■        ^  * 

Chief  Exeoutiyes  '  A.W.  Clausen 

Total  .Remuneration:  $168,000 
Valuevof  Shafes  Owned/Controlle^  By:  $339»000 

Physibal  P^  V  '    'i  ♦    .  ^. 

Ho i  of  Employees:  36,060  977*'*branches:  In  Calif omla 

0\m  a  5>  investment  in  Envlrotech  Corp,,      \  ,  \^ 

Wholly-owned  subsidiary  -  Veste3?h  American  Financial  Inc.  (purchases 
*<•  paper  of  real  estate  developers) 
Claims  a  $125  "Million  real  estate  trust  ^ 

Operatlpri  Notes 

Made  over  100,000  agricultural  loaJis  in  the  years  I96O-I97O . totaling 

over  $10. 5  billion  *  -       ^  . 

1970  -  made  86OO  loans  to  agriculture  totalling  -$1.5  billion 
Claims  the  number  of  agricultural  loans  Is  decreasing  but  the  ftize 
or-3!anfount  of- loans,  are  increasing  „ 

In  1966  helped  finance  a  $70.tQllllon  fertilizer  plant  .In  India  * 
to  be  owied  jointly  by  the  banlc,  Armour  &  Co.,  U.S..  Steel  and- 
India* privately-ovnrxed  Blrla  Industries. 

In  I968  the  banlc  helped  establish  the  Agribusiness  investment 
Corporatioh  although  bank  off iclals  . denied  any  **offlclal"  ' 
connection  with  the  Corporation.  In  I908  the  Agribusiness 
:  Investment  Corp^  received  a  $9 » 001  ASCS  subsidy. 

Interconnecting  Directorates  -         ,        ^  ^ 

Llttoh  Industries;  Pacific  Mutual  Life  Insurance  Co.;  Pj?oducers - 
"Cotton  Oil  Co.:  Bekins  Co.;  Di  Giorgio  Corp.  (3) |  Broadway- Hale, 
Stores  Inc.  (k);  Pacific  Telephone  and  Telfegraph  (2);  Sears  • 
Roebuclc  &  Co.;  DlUllngham  Corp.;  Tlmes-Mlrror  Cort).  C2);  Getty 
Oil  Co.  (2);  Levi  Strauss  &  Co.;,  Pan  American  World  Alrvjays; 
,  Santa  Fe  Industries;  Kaiser  Industries  (2);  Southern^ California 
^    Edison-Co.;  McErterney*&  Jacobs  (law)^  Norton' Simon  Inc. ;  Time, 
Inc.;  Cbnsolldated  Foods  Corp.;  Von*^  Grocery  Co.;  Stanf ord  - 
Research  Institute,  Amorlcan  Potato' Co.;  Prudential  Insurance 
Co.;  Standard  OWL  of  California  (2);  Luclcy  Stores  Inc.;  Pablfic 
-  Lli^hting  Corp. (2);  Hallraarlc ^Cards  Inc.;  Ford  Motor  Co.;  Samuel 
H.  Kress  Foundation;  Foremost  McKer^son  Inc.;-  Ncwhnll  Land  and 
Farminp:  Co*,  nwoni^  othors.  '  '         '  /  '  • 


TtiB  BA5nC  OF- CALIFORNIA.  IfeA.  /  "    ^  . 

Ptd,.  Box  3511/ Rincon  Aainer,- s&n  Francloco,  C(=ilifomia     94i2o  ' 

.  ..♦  ;  .  /  ■,.  ■ . .  .  .    ^'  ■* 

'  Financial  j»rQf  lie  *  ^ 

Market  Value:  '  $75,06l,060  ' 

Bevenuea:.  ^$128  120  000 

Net  Profit:  _    $6,922,000  ^ 

Chief  Executive:  Chwlps*  de  BrettevUle        ,   *  * 

Total  Remuneration:  Not  Available     .  -      -  • 

ValTie  of  Shares  Ovmed/Controlled  By:  ■  Kot  Available     '  .  / 

No,  of  Stoclcholders:  7,069 

Physical  Profile  „ 
No,.  Of  Employees:  3,856         ,.70  off  ices  iri  CkUfprnia  ^  '. 

Subsidiary:  San  Franc Isbo' and  "Fresno  Land  Co,  ^ 

•    In  1970  contributed  $  .05  per  share  to  consolidated 
net  ln,come 

In  1969  contributed  $  .045  per  share  to  consolidated 
net  Income      •    ,  ' 

^f""?L7500  acres  in  1970  as  opposed  to  5000  acres 
.  .  ,^„1969  *  "a  further  Increase  la  eXBected  m  1971'' 

■  m  1969?  Co.-  received- a. «16, 111  aSOS  subsidy - 

Operation  Notes      '  ' 

Manages  Safeway  Stores  Im^  U.S.  Employee  Retirement  Plan 
Interconnecting  Directorates  '  .'  ■ 

"S^K^i-'--'-^  Tractor  Co.;  J. G.  Bosweil  Co.;  Safeway  Stores  Ino  f2». 

FeSlrTsm??S^''Lf?:j*''^™^l'''"°  Mer?lll^?ySchrile?c;,  ^^-^ ' 

T«S^!Ll^  P    ' -Sf^i?^  Co.;  Broadway-Hale  stores  inc.  Cahlll 
Investment  Co.;  Dl  Giorgio  Corp. ;  Potlatch  Forests  Inc.:  FMC  Com  • 
.l^^'^'^l^^  Times  Mirror  Co.;  Pacific  Gas^" 

Chfmico?  r„°?%^^U,^^^\^  «1^<1^^  Publicailons;  Stauffer 

T^^^  r*^^    n^'  Pacific  telephone  &  Telegraph  Co.;  Del  Monte  Cornl  (4)- 
^  LlnSs    LM^'so^lf  r";'  Hy^-t«.Co.rNatom«is  c;!;  Americ^  ??esIdS' 
r    S  '  ""^♦'•Bosle,- Gates,  Dobrln,  Wakefield  4  LonK  (law)'  Pacific 
Lumber  Co.;  Plllsbury,  Madison  &  Sutro  (law)  (2)i  M  4  T  lAc!-  U  S 
Leasing.  International  Inc.;  Amfac  Inc.    2) ;  sigAk  iLuraSce'co*^ 


.      -      ^  :  '3065*  /  A 


CAMPBEIX  SOUP  COMPANY  ' 
Ca3ndqn>  Nen  Jersey  "  08X01 


line 


Fiinanclar  3?rofile 


MArlcel^  Value:  .      (92)- •  i^l,083,W,000 

Bivenuest        .    (179)  '  96^»V.5^iOOO 

AisBota:              .  C^^O)  3    6o5,498,00"'0  C 

ilet  Profits;        (120)  *  62,720,000' 

J   '         .  ;                ,  '             •  , 

Chief  Executive:  V/,B,  Hurphy     "    •  ^  \y 

ftotal  Remynerfitions  $2^*^,000  ^ 
Value  of  Shares  Otmed/Controlled  By?  $2,210,000 

/NO*  of 'stoclcholders:  30^000     33>477»29^  average  sharea  outstanding 

Physical  Profile    .  ^  ' 

Br^ds,  principal'' plants,  and  Subsidiaries  -  see 'foil owl Ag  page  ' 

No.  of  Employees';  30,000  **  ♦ 

Company  claims  255^  minority  eitiployment 

OTaerationfe  Noter  .  / 

Large  part  of  its  produce  buying  is  through  fatcm  contracts 
Interconnefctinrt  Diirectoratea     ,  • 

;T.P.  Morgan  &  Co.,  Inc.  (2);  Pemi  Mutual  Life  Insurance;  Airrastrong 
.  Cork  Co.;  VOilte  &  Case  (law);  Sullivan  &  Cromwell  (law)  (2); 
Bank  of  New  York;  Merck  &  Co.  Inc.  (3);  Bethelhem  Steel  Co.; 
Interna tilonal  Paper  Co.  (2);  Bankers  Trust  New  York  Corp:.; 
Prudential  Life  Insurance  Co.;  Rockefeller  JPoundation;  B»P, 
Gcr6d>ich  Co.;  Canadian  Imperial  Bank  of  Comnerce;  Honeywell  (2);^ 
>  Amei^ican  Telephone  &  Telegraph  Co.;  Drinker,  Biddl»  &  Reath 
(l^wi';  Ford  Motor 'Co.;  New  Jersey  Bell  Telenhone  Co.;^Phar- 
.  maceutical  Manufacturers  Association;  t;#S.  Steel  Corp.;  Equitable 
Life  Assurance 'So<5lety  of  the  U.S.;  Intornace  Corp.;  Morgan  ' 
Guaranty  Trust  Co.  of  New  York  (2);  John  Wanamaker;  Cities     ,  ^ 
Service  Co.;  General  Electric  Co.;  INA  Corn.;  Saott  Paper  Qo* ; 
Sinlth  Kline  &  French  Laboratories;  IntbmatlonfiO.  Flavors  & 
Pl-agranccs  Inc.;  Kimberly  Clark  Corn. ;.  Viacom  International^ 
Inc.;  Federal  Reserve  Bank  of.  Cleveland;  Ohio  Bell  Telephone 
Co.;  Provident  Mutual  Life  Inournncc  of  Phliadelnhia,  Continental 
Oil  Co.;  Allied  Chomicnl  Canada  Ltd.;  Bros can  Ltd.;  Carfada  Life 
Assurraicc  Co.;  Falconbridf^e  Nickel  Mines  Ltd.;  Ford  Motor  Co. 
of  Canada;  Mafnaum  Fund  Ltd.^;- TransCanada*  Pipelines  Ltd.;  American 
He-Inr.urancG  Co.;  PhilllTDn  Petroleum  Co.;  Girard  Bank;  I-T-E  c 
Imperial,-  amonn  - other n,  ' 
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.  nCQULAR  CONSUMCn  90UPS 

F>tOZEN  SOUPS 
•FOOD  SERVICE  SOUFS  ^ 

•EAN  FRODutTS        ^  ^„ 

TOMATO  Juice' 

•REAOY-TO.SIRVE  SAUCES 
•READY.TO.SERVC 
#  CAHNEO  ENTREE|I^ 


1 


COCKTAIL  VEC^TAiLC  JUl 


GODtVA 


SIVVOHem  FRODUCTS  . 
SFAOHETTIOS  FROOUCTS 
MACARONI  FROpUCTS 
SXUCES 
GRAVIES 


m 


iREAO  AND  ROLLS 

STUFFINCI 

COOKIES 

"QOLOFISH"  CRACKERS 
FROZEN  FASTRIES 
UYER  CAKES  0 


Kla^ord 

43RANNYIS 

CANNEO  FOULTR Y  FROPUCTS      *  EpFICIUNif 


FROZEN  FREFXREO  FOODS 
DINNERS 

Entrees 

SREAKFAST  • 
NWEAT  FIES 


'mm 


fV«ANjTo»A-.FWi*g4'i«  Ff»'ki«'„.*  .... 


yjRiNciPAL'suasip 


■Iff. 


.  Ch*m#lfn  Vatlty  ftatnt,  kvi  -  • - 

Cl«rk c»fforin*ns  ;  V^^  .  ^  ...     - '  \  .  - 

.0t#lviChM0Utt*r,W"  '^''V.V. 

•  H*rfy'« C*rp«ritf*n  -  ■  .-.  :  ^  ' 
VM*Ftt  Ctmfihtll  CMiMny 

9t»cul(t  Ottacri  8.  A..(S*(ffium)       '  \ 
CMnpbtll  soup  Com^ny  Ltd  (CAOAiliili; 
4CAmFb«ll'i  Hi  M«xle«,  SA,  ilt  c.V.<M«M) 
Ctmpb^irt  s«ups  <AM«tJ  Fly.  Umliiil  (Auttrallnl 
CamiibeH'i  Stupt  Umtlifil  (QrMt  Brlhtln) 
Cimpbt)ftSot<ptS.p.A.  (fitly)  ' 


0  / 


-  1970  Ami]4Q^  Heport  % 
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SO^fS  Wllshire  Boulevord,  hoa  Anfjelea,.  Calif drnlix  9^036 

J    ■  '  / 


i^AmnblQl  Proflln 

Market  Value:  ,  (123) 

Revenues;  .  (159) 

ABsel53:      ^  (^89 

Net  Profits'  (183) 


55  867,^l^i',ooo 
«l>053,356,-000 
^  536,261,000 
'i'5t863fOOO 


Chief*  Executive:  H.E.^Olson.' •  -      ,  1. 

Total*  Remuheratlon:  •  *128,333^  Ar^^o  nnn 
Value  of  Sharon  Owned/Controlled .By;  ^4738,000 

PhyBlgnl  Profile         •  . 

No.  of  Wploycesj  19,000 

Major  U.S.  Pacllltlefl  -  nee  following  5>age 

6amatlon'^  Principal  U»S.  Products 


UNITED  STATES^ 
Evtporalcd  Milk;  CARNATION, 

MDrNING,  COWKJROSS  brfinUi, 
TOPIC  FJllid  Milk 
PRAISE  floft'Dalry  Ctjamct 

(InsUlMtlontI) 
PARNATION  Uisunt  NfrnfatDry  Milk 
CAKNATION  InsUnt  flrttkfait  . 
SLENDER  Dl»tro6d' 
'COPFEE'MATE  H»n«Pilry  Crenffltr 
CARNATION  Hot  Cocoa  Mix 
CARNATION  Miltad  Milk  ProdMCis 
TRIO  Dehydr«titi  Polatoti 

llnslitullonal)  ^ 
RIflirNIKG  Non-Dairy  Coffee  Creamar 

(Infttitullpnal)  « 
CI  inF'MATC  f  oodi  (Intlltutlohal) 
WIIIP.MATE  topplni  Xlix 

(InalitutUnal) 
TRIO  Oravy  Xllxea  (Inililutional) 


topic;  Non-Dairy  Colfec  Creamer 

(Inililullonal) 
Froxpn  Potalo  Product!  '  ^ 

THE  SPRCADABLES  Sandwich 
Spreadf 

CARNATION  and  IRENTWOOD 
Friih  Milk,  lea  Craam  and  Coltaia 
Cheaia  '        . , 

Froten  Novfilllei 

CARNATION  Yogurt  and  Dlpa     .  ^ 

CONTADINA  Tomato  Producia:  PiitcJ 
Sauca.  Puree.  Htewcd,  Can ntd  ■ 
Whole  Tomaiofei,  Sliced  Daby 

'  Tomatoc9.  PlzU  Sauce 

CONTAPINA  €OCfifC0OOK  SAUCES 

COMTADINACanwjd  Fruit 
irniitilutJonal) 

THISKICS  Canned  J)og  Fooda 

I  RIfiKIES  Canned  Cat  Foods 

nUFFHT  Gat  Food  , 


FRISK3E!3  Mix  and  Saucn  Cubes 

VmE  KRISKlfcS  Dry  Cat  Food 
FKISKir:s' Puppy  I'cfbd 
AI.U1:RS  llopiack  Pancake  Mix  , 
AMIERS  Corn  Meal 
CAKNATlON^«rn\vor»  Crili 
AUir:nS  Powltry  Fi  fjd« 
AIJII:KS  IJ.ilry  uiiii  Ut.ti!  Vt.viU ' 
'Ar.tli:KS  Calf  M.inii:i  Cdlf  I Ynd  ^ 
AI.IIi:KSJ|«ir«irl:Vnh 
Al.lll:U!iK|M:tLdlyrfi'd!iaft<l 

I't  ftfUm  I>|uijimi:n1  / 
AMII.KS  (;r;jiiiri  »nd  ConM'iitr.ili". 
MAN  <)•  WAR  Uui'.t'ilint:  Pi.odm  t« 
11  MT1;H  Ci  itUt  (UmtUUuiwr 

huliyfj 
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United  California  Bank;.  Wilmin/^ton  Trust  Co.;  FKC  Corp.;.  Kidder, 
;Pcabody  &  Co,,  Inc.^  Security  Pacific  National  Bank;  Pacific 
.  Mutual  Jiife  Insurance;  Getty  Oil. Co.;  Southern  California  Edison, 
amoii)j;  otherfii         '  -  ^  - 
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tEVAI^AtJBD  MILK        '  ■  ^■ 

QiliforoU: Guitinii  ;»  " 

Colortdo:  JohMittfWR 
.  Illindtf :  Ortfoa      *  ♦ 
Kenl«tcky:  MayivUlt  '  <« 
MlcWiiiir  Shtridiji 

.  *^'uottri:  ML  yjsmon 

Yofk:  South  Ut^tott 
North  CaroUnI:  Stiltcivilt* 
Ptnni^IvRji^:  C«Jnbr|(||t  Springi  * 
#    TtRneiSM:  ^urfhiftboro  « 
Texi*:  ^Sulphur  jSpringi  ^ 
Virifnii:  cilix/  , 
Wtshlnitori:  Mt.  Viini^  > 
^  jyVwiVlr|{fttivCUir)(iburf 
i<  '  ^ 

^  ArkaniAi:  Hfrrlioii 

C«HfomI*f  ciWcpi  Turl<ick* 
Kwtucky:  )4^i3tfrnn|f,.Dinvint/ 
*  C«r»pb«lU*^1k,Clti|ow,5omw^ 

MIcJiI|«rt:  Bw^iiort 


*  .      PtnntylviinU;  Corry,  • 

Ttnheiiu:  Manchtf  (tr,  S{)«rta, 
*      Watertdwb  ' 
yjrflnfi.Klnfr.Sluirt 
/    Wt*l  YlrtTnfti;  Cameron - 

,  CAN  MAnIifACTUWNG  -  - 

CallfomUj  GuHJnt,  Rtverbank 
Canada:  Aylmtr  (Ontario) 
Idaho;  Kafnpt  . 
/     Ktn lucky:  MayiviUi       ^'  '     ■  . 
MliioutI:  Vernon 
Ortfon:  miliboro 
'  ■  ^  .  Penniylvanli:  Cambridge  Sptinji 
•  "  Texai:  MafilJrdd 

«^hrntton:Mt.Viriion 
•tohsin:  Oconomowoc/Walipin, 
Mtnomonec  PalU 


PROTEIN  ISOtATE  PIANT 
Ohio:  Coihoctqfn 

COiyTADlNA  FOODS 
-  Californln:  RIvcrbnnk.  fi.in  Jose/ 
WtKMlLind  * 


McGRAW  COU)XGRAriI^ 
California:  Durbank 

TAMPON  rOOD6  ^  ■  ^ 

I  Miuouri:  Trantoo 

«•  r    ■.  .     .  *  • 

DAVTON  XItIAIi)LK  TOOL 

«  MFjG.  go,  .  , 

Ohto:Dtyton 

,     CAKNATION  FKOCFJSED 
"    FOTATOIt  (rHONTO  PACIFIC) 
Wathlniton:  Moava  tako. 

FKISH  MILK  AND  ICE  CRIAM 
MItkaii4rc«CrMmVuiiU  « 

Aritona:  Phoenix* 

Califomta:  BfCiriAald,  GlmdaWi 

tocAnialaa*,  Oakland) 

8aa  Dli|o* 

Iowa:  Waterloo 
Oklahoma:  Tulaa 
Ortgon;  Portland  * 
Ttxaa:  Hpuaton,  San  Antonio, 
.  WichiUPalli* 
Waihlnglon:  SAflJtle*  Spokane. 
>     l^unnytfldi        .  • 

Vy-Productt  Plailta  * 
Callfomi*;  Fullerton,  Stockton 
Tcxaa:'»ch«U'nbur| 

Dfftrlbutloti  Brancbea  '  - 
A>txona:  riajt^tiifri  Tucson,  Yuma 
Califarnltf:  rontana,  FA;tno\  lndio» 
Lancditar,  I^ig  Ilcach,  Occdnsldci 

'Satrarocnfo*!  Santa  Clarai 

Santa  Maria,  San  Mateo»  Stockton, 
^^Van  Kuyi»  Vanlura,  Victprvilla 
cTdaho:  MofCDw 
Iowa:  Fort  Dodge,  MNion  City, 
,  Oalwein,  Wavarly 
NaVadtsRano  * 
Oklahomi:  Muikogaa*. 

Oklahoma  City  ,  * 
Ortgon  f  E^gena,  Pendleton,  Salem, 

ThaDallaa 
Ta)(it:  Aualln,  Oraumont*,  Dallaa,  ' 

Fori  Worth",  Ff  export,  Lubbock*. 

Texai  City,  Victoria 
Wakhinfiton:  Drt-mcrton,  Richland, 

Tacoma,  Walla  Walla,  Yakima 
*ilctoif  /CO  Crcnm  Storca  in  Offdilion 
**ilet0ijStorcf  only 


PET  FOODS  AND  CERBAU     ^  ^ 
California:  Oaklaml 
^  Miwowri:St.  Joaophj  „ 
*  Oftion:Hilliboro 
^Utah:  Ogdan 
Wiaconatii:  Jatfarson 

> 

ly*ProdiM»lfProoN»IiigPlaiita 

Arkanua:  Springdak 

Withlnglon:  Seatthr         ^        ,  ^ 

ALBEM  MiaiNG  * 

0.  California:  Beaumont.  Fraano, 
Red  Bhtir,  Santa  Rdaa,  Stockton 

Colorado:  Ft.  Luplon 

Hawaii:  HoiioUilu 

MiMOuri:  KanMa  City 
'r    Oregon:  McMInnvllle,  Portland 

Wathlngton;  Bellingham,  Tncomh  « 

Ntiltry  Raiichta  and  Egg  * 
Protitatiiig  Plaiita 

Califonita:  Santa  Ro«a,  Windior 
ColoVAdo:  Urightoiv,  Ilendcraim 

Hawaii:  Honolulu,  Waianat,£wa 
Ortgon  :tog«Q,  Ml.  Angtt  /• 
Waihlngton:  Aub\itn»  Tanino 

INHTAI^X  PRODUCTI  V 
tmnola-.^tckaonvillc  ^ 
Iowa:  Wavarly  (two  pUnta) 
WlacMain:  Chiltoni  Oooiiomowoo  ' 

CAKNATION  FARMl 
Xaglatartit  KoUtaUi  and  PoUad 
Hartford  FanK, 
Albtn  Rtawtfcli  Farm, 
Dn  Ktwiala  and  CatUiy  ' 
Waahingion:  Carnation 

irteding  ftrvltt       '       .  « 

WaihIn|Jon:  Carnation 
Wlacoinin:  Wafertowft  •  • 

RESEARCH  LABORATORIES  0 
California:  Von  Nuya  * 

DIITRIBUTION  CENTERS 
Califoj;^:  Stockton 
lIHnoh:  loclicllo 
Irtlian.1:  Fort  Wrtyno  * 
,  Kunn.is:  l;hvoinl 
Prtitif.ylv.itil.i:  Mr(,bnnj»  slmr^y 

-  1970  Aruiunl  Ucu  t 


3069"       ,  , 

CASTLE  AKP  COOKE,  IHC»   -  ; 

*Dr*wtr  299b,  Honolulu,  HAKfill  9^802 

Pln»incl«l  Prof  11  ft  •  H. 

MarKet  VaXuej       (if67)  1248,132,000  ^  . 

R«irenue«4  (333)  *496,95O,000 

Nat  Profit r         7431)  1X7,625,000 

Chlif  ExcouttYfti  K.  MacHaufihton 

Total  H«»un«?atlon5        .  $176,000  .1 

Valua  of  Shar««  Owied/Conttoiaed  Byt        $2,B36,000'  **  , 

Phynloal  Profile     "     *  ,4.     %       ,  . 

No.  of  Employees^        34,000'  ^ 

subaldlarlet  and  Blvlalonsx 

Dole  COo  Buttblt  Bat  Seafood*,  California  and  Hawaiian  SUffar/Co,, 

•  Boyal  Hfiwailan  Hacadania  Nut?  Co.,  OctanTlc  Prop«rti«a  (California' 
Sea  Ranch),  Barclay  Hollander  Curoi,  Afiits  Mercantile,  Ameeon 

•  t»roduot«,-  Hawaiian  Eauiwent,  Republic  Olast,  Thai-A«eric*n  Steel 
Caatle  k  CooKe  Terainala,  Computer  Semoea,  ^PIAK  (international 
ai^rlbumneea  manaseaent  and  coniulting  Jferrice) ,  Caatle  A  Cooke* 
Kaat  Aaia,. Standard  Prult  and  SteamahiiS^Co.  (which  controls  37^ 

/  of  the  North  American  bfjnana  market). 

Ot>eyatlon  Hote'n  v   *  ,^ 

ASCS  Subaidiei  '  '  t' 

1966     WaiaXua  Apricuyjural  Co*  Ltd.  *  *53.6t520 

Ewa  Plantation  Co. .....  •  :$458,220  J 

Koh^ft  Stigajc  Co..».i.  t..  1420,019 

X967     Waialua  Aefricultural"  Co*  ttd*  * .  1600,477 

Ewa  Plantation  Co..»..  4486^233  ■ 

:   Kohala  sugar  Co».......  1800,718  ^ 

1970     Walaluii  Su«er  Cbttpany  ...4^111,060 

Kohale  sugar  Co-....*!:..*. ....... .#•*«•  $383i958  '  ^ 

Int<*rconn<^fiting  Plr»*etoratea  ^  '  .  » 

*  o  • 

Wellfi  F'arco  BanU,  N.A.  (3)?  Safeway  Storeo  Inc.;  Hewlett  Packard 
Co.?  Utah  Contttrufttlbn  &  Hlninn?  Co.?  Owcna-lllinoie  Inc.;  Stan- 
ford Heaenrch  Inntitute,  Honrtlulu  Strtv  nullf^tln.  Kewhall  Land 
and  fftminfj  Co.;  Bi^nK  of  Hawaii;  Hnwai'lnn  Airllnoa  Inc.  (3); 
Hawaiian  Truat  Co.,  Ltd. (4);  Andrid%-&  Co.,  Ltd.;  Pirat  Iniiurnnce 
Commny  of  Hfiwnil  (3);  Itowailan  Tclet>hone  Co.  (2);  Pacific  He-* 
ROurcrn  Inc.;  Gnrco  Co.;  Tiatin  Awericnn  Arribunineaa  Dftvolounent 
Cori).;  Vnl(jncia  Untor  Co.?  Pillmon-piru  Citruif  Aanocifttlon;  Vcn- 
tur.o  County  Cltruii  Erchnnrto;  Sunklr.t  Grovcr«,  Inc.;  Ln?  Pnnas 
Orchira;  Knirnll.^n  fJf^cutlriftn  A  R('?ilty  Ltd;  Kf^rnon  TJroi:.;  Cor 
Droniioai'tln^'  Corn.:  ::r>roon  Povc^npnftnb  Corn,:  Pnciflc  LunborCo.; 
Vono  /  Ti^tbot,  *s;atuinir-ilohnnon  Co.;  Grncral'Hl^^ctric;  H^jnilfrt 
Klppt.»ir.  Co.;  rlnlo3?.-1  Hn»ch  tU\;  Knlu/tlJ  Corn.;  Plrnt  hnfi1nn-»  I3«i 
of  ci'  i^cnx  V"Oir\c  Vn\t('V  '  U:  ht  Co.;  i>jcrm»^i0  ^h/«Wf  PC:i  t    a  f 


,        3070   '  , 

135-«outh  tuaalle  Street,  «hlc«co,  nilnol*    "  60603 

Hurket  Value:  ,    (i07]f  *992,503rOOO 

RertnuMi-  (89)  *l,570,170j«00  / 

Affitetifi  !i726,099f000 

Net  Profit:  (W)  I  5^,67'f;o00  •  ^ 

Chief  Extcutlre:'^  W.A.  BurlcJc  Jr.  V 

Total  Hewuneratlon:         |l62,000      •  *  *  ■ 

Vame  of  Sharea  OvAcd/Controlled  Bjri     Kot  Available 

Phyalcal  Profile  .;  /-^  '        '    •  *  .    V  • 


Ko«  of  eaployeeat  60:000 
aubsldlarlea  and  Dlylalona' 

.............. — 


J^ahe  Frtwtft  Foodi^ 


Mtfri-Mfftti,  Thin  MIntt,  fruit  Cr f •mi     Hack*  M,i*.eH^  t^.^i^,  ,      ^  . 

^      *      •      ■  .  *^ 

Payday,  futtww^MjlkShtkt,  Ztfo,  HollywotK*  «nrf74r  ^  Ut  Aoztn  bAhtd  goods  BndconvniHKt  hods 
Cindy  bM.  / 

Ocoma  Foodf  Comfiany 

iohnlewJ#,I«w*  pnturtdconvnimtdinhtfi. 


\ 


Swf  rtitr  /rtweo  contctions:  lutkiMtht  for  //o7#rt        Moiwrcn  intuititkmal  fpodt 


Sw\ti§^tfrozMconftctions;p»ckii}nilor(fom 
cont^thm.  ^       ^  . 

,  *.         Pwrct-VtHifig-Anttl  Company  ^ 

U^^fiXcMfbon^tfdscftdfinki.    ,  .  (Continued  on  f<>Uowl««  ttarre) 

Onoratlon  troti»a  ■ 

tinlon  Sunar  Coapftny  ohhr  11,000  ntrtn  of  land  4n  California  and 

7^tt000  fiharoff  of  ConnolldattSl  Pooda  Corn, 
Aaerine  Turkey  Breedlnjr  Farms,  Inc*  (OakdaKi,  Calif     oymn  3000  acrcn 

of  land  at  aix  locationa  in  thn  San  Joaquin  Valley 

t ti t r^rfl on'hf'n 1 1  n^  jpircatfirntiia  * 

.:-»nUmflrrlcn  Corn.;  Bank  of  AmoriCfi  M*T.  A  S.A.i  Tlwo  Ino«,  Conill 
Corn. 5  Broftdwny  Iblc?  fitorca  Inc.;  Dl  Gior/:lo  Corn.?  Kaiser 
IniUiatrion  inc;  Otnndfxrd  Oil  of  Cnllfornlas  Wells  Fnrro  "Bm'.t  ^ 
Krl^or,  I-hvmfin,  Uhlto     HoAuUfftt  (Imi):  nothnchlld  EntrrnrlctPfi 
Xtif^  (invc  fitmrnin) ,  nnonr  othorh. 
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BEST  »Y  AVAIlMe 


AusfMiittsthmtofdrtssindspwt5;\M\ooct$<)dySuHi 
HarxH  HwiM  mmtiic  f/ovej. 

Wonder  Ira  /acfies  /04<fKfclion  |*/m*n($,  tounft  and 
iffApofd  ind  caiuj/  weir/ 

C^ntShirtmakH- 

GuMshifUfortTifn. 

rcitKi»lttinjU|fnH«rf  ^ 

Kalef/  r«t  itn/hvcjf  /or  woflfXn  and  cWWren, 

pMlHicfTkniafcm 

RuMtlTaytof  ,  * 

Kujsel  Tayfff  coali    j/mu/ated  fur  for  men  and  women. 

Sfreoa 


Uwson  Milk  ComfUMir  - 

Cpovemcncc  slorcJ /n  bWo,  fenmyf^rania  and  Wif%.iii 
^    FtoiliKlioo  ot  tawson  brand  /ood  producU  sokJ  in  (hcvt* 
f(9rei. 

Unts*n  Ketlauranti  and  Moltk 
» 

IttK  ItesUurantf  and  Molels 


Strena  Udics  swimsujts,  beacft  dressej  and  coverupl. 
IKkH  and  Cu|S«nhelm«f  " 

i^^Wiillip5,  Ciljbs  antttdoorkMnd  6eanf,  andi>ean5; 
.'  •^a&neitaod  condensed  jo^  '  ^ 

Mf<higarYfrt>k(K^nnerf/lrtc«  : 

Ih^nkyim  piikkiints,  pit  /////rigj,  fwH  crisps,  ip/ced  /roH, 
fuicts»ndye$eUbJfS. 

Unkm  Sugar  DlWilofi 

Unio/i  refrried^uf ar. . 
Van  Wag cnbtrg-Feflen's  (Holland) 

Jonk^r  Ffj»//ii/(s,  ve|fe(a6/ei  artd/e///ei. 

PlattlKote 

P(ait2'Kofei  Easy  Way^  M^prayand  E-Z  Kote  spnypSh 
naosol  products  irKjpding  c/eane/5  and  tubriants; 
punt  brushts,   .  "' 

Sf)e<trumrabr{cf  ^ 
Spectrum  /a6r/o  tor  home  dccorning  and  hrnisbing.  ■ 

T>^fc«t!,uifr?ei  ^ 

.  Ty<  0  c/ct  ttk  tnins  and  rOidrncing  sets. 

"      '.  t 

nt),'n  Put  king  Company 

Uryan  Brothers  fresh,  smoked,  processffu  and  canned meat 
pf(H/(/t(i.  *  , 

i  III- 1.  K aim's  Sons  Company 

K«i  h  n'Siind  I  litkoryG  rove /fci?i,imo)vcd  and  p/citciJcd 
.        iiti.it  ptti(fuih\ 

m 


lyona  RevUunmts 

Manners  IteUainmb 

Fitmif/styhd  i«(auranU  and  mo(f /f. 
Abbey  Rtott 

K§nUl  and  jate  olpitty  soppties  *nd  corwafcscenc 
9^lpmHtt;rtnufpffurnitur9.  '  , 

CoK*IndM(rk» 

.  *hUrkinidtyk€S,prkiriitquipmcnt,hbt($,  printing ' 

strwicts,  pHkiging,  o/fict  supptits,  badftt  and  uniforms 
^  tn^Mdy^sfngSpHiittits. 

Olympic  Manufacturing  Company  ^ 
£qo/prr»ene  and  supplies  ustd  to  cfttmiatly  dean  and 
Sanitize  trucks,  rait  cm,  aUptanei  and  otfy^r  typtt  of 
comrrmciatythfctts. 

OidordltttkljngServfctt  .■      \  , 

Mathttnance  and  Stcurity  (or  comrMtrCiai  and  industrial 
,  facititits;  Cut  N'  Care  servicts  for  groortd*, 

Chrford  ChemkaN 

Cbtmicals  used  in  dtaning,  sanitiiing  and  bacttnologicy 
corttrol  in  commtrcUl  arid  industrial  facilities.^ 
Authentic  Fumllurtfroductt 
9,r«iohnFum{1urf 
'  CemFumHvrt 
eCood  Tablet 

Auihtrttlc,  I.  P.  john,  Gem  and'Cood  Tabl'a  chairs  and  > 
dinettts,  upbolsitredlufniturt,  occasional  tables,  desks 
and  btdroom  furniture.  \ 

Conw  Proilucti  Company 

Como  trimmings  and  accessorits  forhonut  decorating 
andstwing.  .  -f 

Conao  PubMing  Company 

"  JOOT  OecotiUng  ideas";  "lOOt  fashion  and  Ntedlccralt 
fdHsf\ 

Electrolux 

tlectrolox  vacuum  cleaners,  floor  polishing  and  carpet 
shampooing  e<fuipmen(  ar>d^4jpp/»ei.  •  .  ' 

The  /uller  truth  Company 

Fuller  brushes,  brooms  and  other  Cleaning  accessories; 
^osm  elfc  aids  for  the  entire  lamify.  , 

The  Graber  Company 

Crflbcf  dr.7/u'ry  lurOivMtKVuf  windawtln  o/ J 

«  1071  Mmi:\l^iur>ort 


ERIC 


23 


3072 


•  CROCKER  KATIOIJAL  CORPORATION  fCrockftr  Citi^^nft  KfltlonuT  nnnk) 
One  Montgomffry  Strc«fc/sitti  Francisco,  Calif otnl*  9^H20 

Market  Value?  (363)  .  $362,312,000- 

Reyenueat  (399)  .            ^  400,836  000 

Asaeta:  (32)  #6,032!451,000 

Hat  Proflti  (250)  •        Y  34;i76:000 

Chief  ExadutlYet  e.Gv  Solomon  ' 

Total  Remunerlitions  $161,000 

Value  ^of  sharaa  Owibd/Controlled  By:        $136,000      ^  / 
Shareholderai    17,662.       10,452,2"^?  average  nuiaber  of  aharea  outa.tandln?r 
Phyalcal  Profile  *  ^ 

No.  of  enployceat         9,000  •  ^ 

Subsidiary  ^  Crocker  McAllater  Equipment  Lenfilnc'lhc. 
Oner^tlon  llotea  ^  •    ^  • 

••Bank  Truflt  Department  admlnlctera  large,  southern  California  ranch** 

-  1970  annual  report 

Interconnoetlnof  Dlrector/ttea  .  ' 

^•"•^^  Kotora;  Southern  Pacific  Co.;  Bekln*  Company, 
Berry  Oil  Company;  CaterpUla^  Tractor  Co.;  Del  Monte  Corp.  (4); 
Xoaemlte  P«:k  and  Curry  Co.;  Mar  Factor  &  Co.;  Precialon 

S^orea  Inc.j  Levi  strauaa  A  Co.; 
Plbreboard  Corp.;  .  Pacific  Telephone  and  Telegraph  Co.  (3); 
New  Xork  Life  Inaurance  Co.j  Johnaon,  Bannon,  WohlKend  and 
Johnatoh  (law)j  Seara  Roebuck  &  Co.j  Standard  Oil  of  California: 
'Moore  Dry  Dock  Co.;  FMC  Cdrp.;  Marcona  Corp.;.  Pacific  National 
'    S  Norton  Simon;  Oibaon*  Dunn  &  Crutcher  (law); 

Pacific  Mutual  Llf e  Inaurance  Oo.;  Pacific  Gao  and  Electric  Co.; 
Di  Oiorjlo  Corp.;  Pacific  Linhtlnp?  Corp.;  AlAnkan  Packera 
Aaaoclntion  Inc.;  Canadian  Cannern  Ltd.;  Stanford  Reaenrch 
Inatitute,  among  others. 
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PEL  MOHTK  CORPQRATIOK 


215  Prwnt  3trttt,  S4n  Franclnco,  CalltornU  9^119 

Financial  Prnflla  m  ^'   -  ^  ^ 

Market  Value:       IkOl)        ^'  llS^tSW.OOO 
Revenueiii  (2.5^^)  !^?i*i1?«222  i 

Kit  Profi'ts  . 


I  I^j36lj000 


Chief  ExexjutlYes  A.W.  Eame.i  Jr.  . 

Total  Remuneration:  ^110,000  ♦ 

V«lu%  of  Shares  Ovmed/Controllid  By:  .    *571>000'  , 

Stockholdera?  22,936  -  ll,7S7f000  Average  number  of  «h»res  outatandinp:. 
PhynicaX  1>roflle  V      •  i 

No. •of  ettployecs:  22,000 

Del  Honte  Cortj.  and  aub«idiari©?!,  operating  fucilitiee  «nd'  ierrioeu, 
•nd  Del  Monte  ^oductir     liee  following  p«Kt.  ♦ 

Operation  Notffq.   ^  . 

Own  32,000  acree  and  Icaae  another  77,600  acrea  ^       ^  • 
Canned  fruits  and  Yegetables  account  t'or  60;6SJ  of  aaiea 
1100  aaleaa«i  in  S^^ealea  offices  throughout  the  United  States 
70  hrokers  distribute  Del  Monte  products  to  Institutions 
In  X968  Del  Monte  spent  $10  million  in  adrertising,  70^  of  the 

attount  going  for  telcvialon  commerciala. 
Pel  Monte  contraotir  with  approximately  10,000  Independent  growers 

each  year       \  '  .  . 

UPWARD  INa?EGRATIOK  -  ^Earlier  1  described  how  5*1  KojXtj  '^"^•g^**;^,  ^ 
its  operations  downward,  from  the  cannery  to  the  field  ♦But  this,^ 
tjoo,  is  a  form  of  rortical  integration  —  the  integration  of 
the  food  processor  urtward  to  the  s'errice  of  the  coniumer.  And 
the  Closer  we  com©  to  thin  ♦♦perf  ect»«  integration  —  to  under- 
standing and  serving  the  indlyidual  consumer's  needs  ---,the 
more  interesting  and  challenging  our  businssn  becomes. 
-  A.W.  Eaniesr  Jr.,  May  27*  1971  « 

Jnfceronnnwo-fclnf;  Dlrfictnrfitff5i  ^\ 

Bonk  of  ^California,  lUK.  W;  Crocker  National  Corn.  C«ter-. 
pillar  Tractor  Co.  (2);  Broadwfiy-Hale  Stores  Inc.    2):  Wells, 
Fargo     Co.  (2)?  t'lllftbury,  Hndison  nnd  Sutro  (law),  I'wolfic 
Gntt  and  Eloctric  Co.  (S);  Yofic^Ke  Park  and  Curry  Co.;  Pacific 
Mutufil  Ufc  Inr,urnnco  Co.;  Aarerican  Tclophono  *  Telegraph  Co.? 
Wootorn  Bnncortioration;  Illlnoin  Centrnl  Industries;  Utnh 
*   COnfltruction  mid.Kinlnn  Co.;  FirorMn'r  Fnnd  .\mcricnn  Innur.mce 
VCo.;  Wyntert^nde  A  Pcgrtnorr?  (foroirn  Invcntmenfcn) ;  FHC  Corn.? 
'  Pacific  Linhtl;^^:  corp.;  South^jrn  Cnllfornin  Edinon  Co..,  Tr.^nn- 
nmoricn  Com.;  AlnrUon  PricUorr;  Afi^OGlntlort  Inc.;  Univcrnlty  of 
Gnn  Prnncinco?  (JrnT^rni  taectric;  Viri  :ilnin::  Co.;  IIr^\?ic?tt  , 
Ti>ci:^ra  Co.;  Vlmt  HrcurStv  Corn.:  Chyrrlnr  Corn.:.  Anrr«c,  Inc.; 
A»iic^rinnn  I^W'f*5i:        no  ^^'outh  UtllltAt  it,  ItoJ  Corn.,  i^'nciif'  oili'jrn. 
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Dfl  Hont«.Cori?.  «ubiildiari«« 

mm  rooD  pivisioH  :  r 

'  norlOa  '         ,  - 

.  Mldweat  • 
Moimtftln  Staten 
NorthweiTt 
aouthwtrft 

SBiED  FRUIT  nvisxoir  * 

'  Alaska  PAO):orfl  Annoo.  ,  Ino» 
CalpiUc  Prot3«rtlen,  Ino, 
Wt«t  Saornmcato  Port  Cntr,.  Inc. 
vDlatrlbutlon  Syrttom«»  ino» 
Granny  Goose  Poods,  Ino» 
O^Brltn,  Spotomo,  MitohnXl 
Senrlot  Sy.ntenfj  Corn* 
Went  Indien  Krult  Co* 
Intemab^(»^f^t  Onrr^tlon?! 


r 


Balglum 
Brazil 
Canada 
Coata  Blca 
Ecuador 
Prance 
Guateaala 
Italy 
Japen 


Operatlnf^  P#<cllltlefl  * 
POOP  PRocgn5^tr?r,  ptautr 
canned  Pood«p  " 
Dried  Prultn 
flnaok  Pooda 
Specialitlea  and 
Prozen  Poodn 


Kenya 
Hexlco 
Pftnana 
Puerto  Rloo 
Phlllt)i>lno(i 
South  Africa 
tJnltcd  Klngdow 
Venerula 


Ser^icen 


1  ./Tff 

3B  ii  ^. 
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HELATEp  PACTLTTlKfl  

Alcoftol  &  Vlncfrnf 
Atjrlcot  Pit  *  Kemil 
Banana  Prelnhtern 
Bani^na  Termlnrln 
Cnn  hanufacturln^ 
Cannlnc  -Hirtrtilncry 
Cattle  Pocdln^ 
Pintrlbufcion  Gcntern 
P.nnn,  R.inchen»  etc, 
l^ubQi  Prlntinr: 
Rccf^arch  t^hti 
Sc<^d  Paml^i'*  ''^  J^rocen:: 
Tunn  Prccrlii'  rJtr>rr"o 


3 

8 

6  1  . 

^  2 

.  1  - 

-  e 

6 

3  1 

n  3 

1'* 

-  1 

1 

5  1 

6 

0  1 

10 

1  - 

1 

^  1 

6  1 

7 

'  -  1 

1 

-   6-  ^' 

^> 

17 

OntratlnK  Paollltlc«,i  Htrvlcen 
*  PUMiIC.  TRAKS1X)RATI0r!  PACIUTTE3 

Air  P4jel^5ht  Porwardlnr  14  - 

Ocd<in  Terttlnel  1  1 

Truckln**  Oneratlonn,  ^-1.5 

Warahounlnfi;  if  ^  ^. 

Build Itv:  JjAlntenancc  *  23^5  6  ^ 

Pood*Sirvlca  AocountH  617  -  6l7 

Pood  Vending  Accountii  218  -  21V 

tand  SltanUDtyelopifient)  *  2  - 

Public  Hiatauranttt  ait  «-  Zh 

Pel  Honte  Products  " 

Cenntd  P^rulto 
Canniifd^yeKttablea 
Canned  and  Paoka^?ed  Soeclolltler. 
Canned  Juioca,  Juice  Drlnkn, 

Prult  Brlnke,  Kectara 
Canned  Seafood 
i  Plcklert  and  Pickle  Productn 
Dried  Prultfl 

Preah  Produce       .  '  v. 

Proren  Pood  Specieltleft 
PreperGd  fotato  Productn 
aneck  Poode 


r 


B  «  Donentic^ 


i 
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THE  PI  GIORGIO  CORPORATION  "  '  V 

One  Maritime  ;i>liaza,  San  Francisco,  Cailf  brnia  94X11 


FinflincliEtl*>rof lie 

Marlcet  Valaxe:  ^     ^1  5^*379* 0?0 

Reyenuess  (43^)  l365*6o6,000 

Ass&tas  :  \    $158,506,000  . 

Net  1?r6f itr  '  $  3,195,000 

.   ,  ■     ■  t  ■  . 

Xjjiler  Executives  Robert  Dt  Giorgio 

Total  Remuneration;  ,  ^120,dOCl  -  .  .  . 

Value,  of  Shares  Oimed/Controlled.  iBK  $295,000' 

Phyglcal  Profile  -  . 

No.  of  employe  eg  s        .  4,000  '  % 

Divisions  -  see  folloT^ing  page  ^  *  ' 

Brands t.  WJiite  R93e,  Redi-Tea,  Het,  Treasure  Valley,  iadco,         .      .*  : 
F'ilper. fitter,  Pil-Per-Palc,  Tr^eSt^eet, ^Caveman,  Hoadrtmner, 
Calif ornlan,  Bell,  Siesta  * 

.In  19?d*DiCiore;iD*s  operating  profits  were  derived  fjroin  thiese  sources: 

Consumer  Products S  ^ 
^      •  Distribution  35/^.  >     %    -  . 

Food  Packaging  and  Ei^ulpment  Manufacturing     l6>     '        ^  ■* 


Specialty  Poods  and  ^Products  30% 
Leisure 'Products  '  ^  - 

Land  Resources  and  Shelter:  " 

Forest  Prpduc'ts  and  Housing  Components 
Agriculture  and  Land  Use 


Otferatlon  Wotes , 

ASC  S  Subs  idy  Payments : 

I96B  »•«.••••»••««! 

1967 
1966 


I 


$63,561 

/^6;ioo 


inectlnf:  Directorates 


'(2)*;  Banlcamerlca  Corp.  (2); 
Brdadtmy-Hale  Stores  Inc. ,(2); 


Telephone  and  Toieetraph  Co; 
Bank  of  America  N.T.  &  S#A.  (3)! 

Standard  oil  of  California;  Bank,  of  Califarnia,  N#A»;  Cahill. 
Investment  Co.;  Pacific  Hatiqwal  Life  Acssurance  Co.;  Union 
Oil  Co.  of  Calif ornicvl  Unionamcrioa  Inc*;  Union  Oil  Co.  of 
Canada  Ltd^;  Nev?  YorH  Llf  e  Innurance  Co. ;  , Crocker  Notional 
Corp.;  C.L.  Peck  Co.;  Time  Inc.;  ]Caiser  Industries;  Consolldat'ed 
Foods  Corp*;  Net'yhall  Land  and  Farming  Co*,  limon^  others. 


is 


0  ■  ■ 
-ERIC 


DrsrrBiBUTioN  of.  foods,  dru6$  and  ^DRI£S 


'  AGRICULTURE  AND  LAND  USE 


MttropolftanNffwYork: 

fhitilcNlphl 

&ui  FrancHco  Bty  Artp; 


LM  AnigflD^'NDrthM'n  & 
Soothf  m  C»iif.: 

Data  f rocMilnf  Sarvicts: 


6roctfiei,  frozen  Foods,  Pro* 
&ict,  Frtih  Fruits 

Product,  Frt«h  Fruits 

Grocerits,  Froitn  Foodc,  frbi' 
duct,  Drugf  and  Sundrin 

ShTppcf  (  and  Corrtmisst  on 
Sartt  Aflcnls  for  Frpsh  Friifts 
<ar)dP/bduc« 

Ethical  and  Proprietary  Drugc. 
ToitftrinandSundrtes^  ' 
6ir>dy  a 

New  York,  Los  Angetes,  San 
.Francisco,  Boise,  Idaho 


FOOD  PACKAGING  AND  EOUIPMENT  MANUFACTUE^ING 


P<>rUon-racfcafled  Footfi:  Plants  In  California  and 
,Mark9t  Ar§»:  U.S.  Ohio 


Food  PaQjtaglng  and  Prp« 
cesiini  Equipmtht; 
Market  Ana:  U.S., 
Eufofifi.AuHraHt^ 
SouifiiAfficM 


Plants  In  Calirornia,  I^cw 
York*  Australia^  South 
Africa 


«1 


RESTPRODUCtS^ND 
USING  COMPONENTS 


Lumbar  $i  SawmKI     Six  Mills  •  Oregon  &  Northern 
dperatfonsr        -  Calif  ornl* 

Milbvofkt^  Seven  Milts Northern 

Renianufacturlnf:  California 


'One  Mill -Northerfi 
Califdfnia 


Prc^t  li  ' 
tub-assemble^ 

Hduseframa  ^ 

Components;  > 

Soil  Amendment  Six  Plants  California  & \. 

ProdUcte  A^zoha;  Oregon  and 
California  sawmills 

AlUttilnum  Qpnstruc*  TWo  Plants  <  Southern 

'  lion  Components  California 

••Doors,  Windows, 

Frames  '/ 


LEISURE  PRODUCTS 


RecreaUbnal  Vehicles  Plants  In  California  (3),  Or*- 
-  li  Accessories:        gon,Montani,  Utah 
Market  Are*: 
Western  U^S. 


Casual  Furniture: 

Market  Area:  as., 
Canada^  Europe 


'  Plants  in  New  York,  Califarnia. 
Philippines,  Hong  Kong 


11 


Cltnls  ^oduction:  Indian  River^  Florida  •  5,200  acre]; 

of  premium-grade  Oranges,  GrajM'. 
fruit,  Tar>gerines 


#ear  and  Plum 
Production: 

Borrego  Spclngt, 
Calif 0mi«: 


panvitle, 
.  California: 


Talio«City«  ' 
Cailfomia: 


Marysvllle,  California -2;500 
acres 

7,0tX)  acres '  Condomtnlum 
Apartments,  Mobile  Home  Parle, 
Shopping  Mall.  Golf  Course 

233  acres  •  Sycamore  Residential 
Community '  Deteched  Town- 
house  Residences,  Recreation 
Facilities 

17  acres -Star  Harbor*  Resort 
C<)nd6mlnTums  ' 


SPECIALTY  FOODS  AND  PRODUfcTS 


Plants  in  California  Florida 
andHpUend 


Citrus  and  Other 
Juice  Products: 
Market  Arei: 
VS.*  Canada,  Eurofie 


Specfelt/  Meats  and    Plant  in  Massxhusetts 
Snadt  Fotds: 
Market  Area: 

AtianthStatm,  ^ 
Sehcted  metro 

ftiarkets  .\\ 

plastic  Cutlery:         Planu  In  Calif omle  ahd  Texas 
MarkatAre*:iJ.S. 


Caruly: 

Market  Ares: 
^  European  Comnioa 

Market^  U.  S. 


Plant  In  Belgium 


SUMMARY 


Diversifying  from  the  base  of  agricultural  operations 
which  In  1957  provided  1(k)%  of  Its  pperating  earnings.  D> 
Giorgio  hat  effectlvtly  realigned  Its  activities  Intb  two  fast- 
growing,  moi'e  dynamic  lines  of  buslrtess:  consumer  pro-  ' 
ducts  (currently  75%  of  operating  profit);  land  reiourcp> 
and  shifter  126%K      ^  < 
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DOW  CHEMICAL  COMIANY 

Kidland,  ttichigan      .      *  kQ6kO 


Financial  Profile 

Market  Value:       (38)  $2*223,770,000. 

U  '  "   


Revenues;  (62)  .    Si, 911,105, 000 

Assets:  (76)  |2,779, 802,000 

Net  Prof itt  (57)    .  $103,387,000 


Chief  Erecutlvet  C,B.  Branch 

Total  Remuneration $103,012  '  ,  . 

No.  of  Sharoa  Ovmed/C on trolled  By s  10,235 

Physical  Profile^  ' 

No.  of  employees:  47,000 

Divisions  -  see  following  page  ' 

Brandsj  Tordon,  Dowpon,  Premerge,' T!?,vron,  Euff-^abs,  ITryolte  (poly- 
styrene film),  Kedlor,  Coyden,  Zoamlx,  Dursbatt,  Zectran,  Saran 
^    Wrap,  Handl-Wrap,  Dow  Oven  Cleaner,  Dow  Bathroom  Cleaner, 
Phenoxy  herbicides  (2,4-P  and  2,^,5-T) 

Dow  and  Swift  &  Co.  are  the..prlncipBl  .stoclchdlders  In  Consolidated 
Fertilizers,  Ltd.  (Australia) 

Operation  No teg  /        .  '  >  * 

In  1969  (July)  Dow  bought  17,000  acres  In  Arizona  and  California 
-    from  the  Bud  Antle  Inc.  for  $5  million  plus  (largely  in  Pinal 
and  Pima  counties)  -  see  '•Corporation  Farming"  on  following  page 
-Leased  30OO  acres  baclc  to  Antle  in  1970  , 
-C.F.  Weaver,  president  and  board  member  of  Dow  Chemical 

Finance  Corp.  (ma^er  of  commercial  loans  and  a  subsidiary 
of  Dow  Chemical  CO.)  Is  a  board  member  of  Bud  Antle  lyxc. 
-i)ow  began  making  lettuce  wrappers  for  Antle  In  196l 
-Sells  Antle  pesticides 
•    -Partners  with  Antle  In  a  styrofoam  container  company  in 
California. 

Int erconnec  ting  Directorates  ^ 

University  of  California  (chemistry) ;  National 'Bank  of  Detroit; 
Dundee  Cement  Co.;  Dow  Coming?  Cori).  Wt  National  City.  Bank 
of  Cleveland;  Chemical  Banlr  and  Trust  Co.  (Midland,  Mich*)  Wt 
Chase  Manhattan,  American  Research  and  Develoment;  Flfst 
ifatlon^  Bank  and  Trust  Co.  (MidlandrJ^tch. )  (2);  Cltlziens 
Bank  and' Trust  Co.  (Claire,.  Mich. ) ;  $5cond  Nat;ional  Bank  of 
Saginaw;  Peoples  National  Bank  and  ^Trust  tBay  City,  Miiih.); 
Michigan  Bell  Teler)hone  Co.,  among- others » 


ERIC 
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The  Dow  Chefnical  Company 

CORPORATE  HEADQyABTERS:  MIDLAND,  MICHIGAN 


UNITED  STATES  AREAZ&wl*  8.  B#mti,  Gintrat  Managar 
Haa<k|uaitars:  Midland,  Mtcbigan 

SjfmvfK^s  m  24  aT»£8  •  2t  MANuFAonwNci  wcATioNs  IN  1  $  siAns.Ariions  Tucson  •  Afk$n> 
nOTusaallviilt  •  CsfifOfM  Fntno.  Pittsburg,  Tbrranca  •  Cohrtda  Wnvtr,  GoI<fen  •  Con- 
MCttctd  Giltt  Ftrry  •  GMgta  Diflon  «  «iWio«  Hoholulu  •  Louismo»  Plaquamina  •  Michigtn 
Bay  9Uy.  tudington.  Midland  •  Minntota  BiwaWk  •  Af/Motir/  Capt  Girardeau.  Pavtly  *  N^w 
Jtnty  Carttrtt  •  Ohh  Clavaland.  FIndlay.  Ironton.  Ntwafk  •  Okhhorm  Tulsa  •  Ptnnsyhmnia 
Boytrafofd  •  T9xms  Fr»«port.  Oytttr  Cr»tk»  t/«»A  Ogdtn  (undtr  conitructfonr*  VMshington 
DaHaiport  (^ndtf  conatructlbnj  •  WMNOPai^/aWU  OWNCD  compawes*:  Ddco  Packaging 
Corp..  Loa  Angtlas.  California  •  Dow  Badischa  Company.  Williamaburg,  Virginia  •  Dow 
Coming  Corporation,  Midland.  Michigan  ♦  Tha  Kartridg  Pak  Co,  Davanport,  Iowa. 

DOW  CHEMICAL  EUROPE  SJV./Zoltan  Matazal,  P/as|dant 
Haadqoartart:  2urk:h,  Swiuarland  ^ 

OFFICIS  w  ia  CUKS  •  14  MANUFACTtMiNG  LOCATiONf  \H  t  COONTWES;  francm  Drusanhaim  •  Gefm»ny 
Grefftm;  Stada  (undar  construction)  •  Ctncw  Lavrion  •  ftafy  Livornp  »  7/ia  Ntthtrfinffs  , 
Roitardam,  l9Tm\ii%a*  Sptih  Barctjona,  Bilbao,  Santandar.  Tarragona •  SVv»(*/7  Nortkoping 
(undtf  construction)  •  United  Kingdom  King'a  Lynn.  England:  Barry,  Waits.  fWNapAi  PARTiy 
OWNED  COMpAMES*:  Compagnla  dtt Stfvica*  Dowtll «cWumbtrgtf.  Paris.  Franca*  Dow<ll 
Schlumbtrgtr  Cwporation,  London  England  •  Lurtx  N,V..  Amsttrdam.  Tht  Ntthtrtands 

•  PhrtX'Warkt  AG.,  Hamburg,  Garmany. 

DOW  CHEMICAL  OP  CANADA;  UMITED/URov  D.  SmWiara.  Prasidtm 

»|uartars:  Sarnia,  Ontario 
OFFICES  IN  i  CTFIES  •  10  MANIFACTIIWNQ  lOCATIONS  )H  4  pftOVlNCES:  Albft^  EdmOntoni 
Fort  Saakatchtwan  •  British  Cohfpbla  Ladntr  •  Ontsrh  Don  Mills.  Thundtr  B^y,  Sarnia. 
Toronto.  Watton  •  Quebtc  Montrtal,  Vartnnas. 

DOW  CHEMICAL  LATIN  AMERICA  S.A./Dava  W.  Schomstain,  Prtsldtnt 
Haadqiiarttrs:  (^tl  Gabtaa,  Florida 

OFFICES  IN  )i  ariES  •  l  OMANUFACrUWNG  LOCATIONS  IN  5  COUNTIWES:  Aj»fl///»  Buano*  AirtS,  San 

Lortnzo  •  *j//7Santb«  (undtr construction),  Sio  Paulo  |tw5  locations)  •  Chih  Cortctpcldn. 
Santiago  •  Cohmbi»  Bogoti.  Cartagana  •  Mexico  Mtxfco  City  t  phincipal  PARTLY  owned  COM- 
PANIES*: Atanor  S.AM,,  Butnos  Alrta.  Argtntina  *  Poliottfinaa  Colombiana*  SA.  Bogoti, 
Colombia. 

DOW  CHEMICAL  PACIPfc  UMITED/Robatt  W.  Lundtan.  Managing  Dirac*o< 
,  Htadquartarsr  Hong  Kong  •  ' 

OFFICES  IN  14  CITIES  •  MANOFACTtJnJNC  OPERATIONS  iH  Austftfia' MtonB.  BKodas,  Smithflttd 

•  PWNaPAL  PARTLV  OWNED  COMPAWES*:  Asaht-Dow  Limited.  Tokyo.  Jrtpan  •  Austral-Pacifle 
FtrtiNzcra,  Brisbant,  Attstralia  •  Ivon  Wfltkins-Dow  Limlitd.  Ntw  Plymouth,  Naw  Zaalaml 

•  Korea  Pacific  Charpicol  Corporation,  Ulsan.  Koraa  •  Pacific  Chamlcalt  Barhad.  Kiiala 
lumpuf,  Malaysi?  tVPpIycham  LImitod.  Bombay.  India.  ^ 

U|fcCIENCES  DEPARTMENT/WilHamR/pixort,  Gartar'al  Mahagar 
Htaoquartari:  Midland,  Iflichlgan  ^  ^ 

INOIANAPOIUJ  DtvtsiON  (/?x  PhDrnKtcct/ficifs.  Genetic  PfKvmaCcntic^fs.  Oiogno,'(tics.  £nvfit»)tt)cnt,it 
UtoCnutnccting),  Inriionattolis,  liklmna  •  CrupiKJ  Lcpotit,  Sp.A»  Milan,  llnly  •  BiO'Sciencc 
Lahoroiof ICS,  Vfln  Niiys,  Cnlilorni.-)  •  Laboraiorios  InduMriolosi  FiirmaccMticor.  Ecu.i|on.inO!i. 
S  A ,  Ouitu.  Eeu;>dor  •  Phoiuvoli  Cur|»roliuii.  Newyoik,  Nuw  York  •  hiiNurAl  I'AHUy  owncd 
(OMPANitS*;  Biot;cicnti.i  Klininch  Dtiirjnoi^tiuclu's  hisiiUti  GmbH,  Inyclholm  nm  f^hcin.  Gcr» 
many  •  Cnrdi^  DowCoriv,  Mromi,  Tlwidii  •  Mwhcyl  i  .iboriilmy  Aulonwliutt,  Inc.,  Mt  Vcmw, 
N«  w  Voik  •  Nnv.tOiKst.t.  toti  AUur,.  Cnljfojui.i  • 

ttriM',li|l  '.(tII'.,MII  IHI(  ttilKi<tl<).ltMl  ill  |)'UV?.  tlltllHt.lt -.iLlit'DX  iir. 


'  «Porporntlon 

Tnrmins 

ChaoRM  taklnir  )>)net  in 
Ariwm*  wtrt  rccwtUjc  :topolnte4  Ia-  • 
the  Arl»on*  ]:^nncr-tlAnd»nan  in  lu 
iMUO  ml  Octobtt  II,  lt«t.  X  wMil  to 
«ommtn(S  lhl«  pmscptlvo  artlcia  to  i:m« 
Kcmtjcra  or  tht  llouit  j 

S«nwtlUti|r  to  a»|i|H-alnt  to  Am»rf/.'.'t 
•urtouttur*  UMt  to  ImiiKl  f  fcar*  i^nTMiMt 

TlMt  f«  wrpOniU«a  (»nnlnc.  ytlMr  rfu  , 
Hnkn«4  M  t*  btUi  iirwIutU  Mt  Hwml-. 

Th«  oaOA  hM  imnta  muuring  r«Mrt« 
U  t>^»%  cut  UiU  Uw  famlniul  M^Mlr^  hr 
p*m*rtvl  •wvorati«ni.  K»lMalr 
smmt  Mt  itartUtMt  flvMc,  u  mif  m  mui 
XriMUMi  H  Um  UUl.  TIM*  to  (tut,  but  «Ult 
« ImMt  to  t««all4lr  UitlMtot  Mt  ttw  rvi* 
t«M«  M17  W  sUMfcr  in  AH*M»  tku  clf r« 

TM  l«Uat  MWHpto  9t  tkU  Ircat  to  Uir 

•<  im  Alitor***-  *y  "t^* 

ia  nilvCMt  PtoU>  CMMtlM  but  WlUi  •HUT  . 

klMM  txtcntlBs  latt.  0*tU»ml»  M      M  ' 


•ct«nt«t  •«  >Mn^  b«rr»ir«<t  fr«nl  iHv.-. 
•M  ttiUSmr  iMt  t*  lUHumt  VMltU  tnke 
•kAMM  Jk  M  i>v«(Vat  ImnkniiiieT  towrvl*  ' 

Ml*  wiMn  vtvMir  •xtuniwa.  owuudy  Ajifn 
«t  Mawt  tf  «m  «t«nt  Unt  WMM  Imt 
Wm  •vtnxiMMhm  tt  him.  but  it  U  iit). 

to  U»(  )»ni(tr«m.  Mm  ltk»ly  It  «m  Mt 

l*»vr  »h«»  cnMtfth  MtfK!*  hMl  Wm  ju*. 
«utr*C  D*w  hMi  tcdtct  t*  Rctlfit*  nsrlcvi. 
,  tur»(iinttldi«thi»Ufit  Aatto. 

^^pi^,.  until  II  reu  or  M  «!•  ft  nuinu> 
•ii«lT«ly  t  aiCKhM  Mt  utiirr 
'  "<  iMwtkt  tii«  tC  lU-i 

'In. 
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F  K  C.  CORPORATION 


F,0,  Box  760, ,  San  jrose\  California  95X06 
Finonclntl  Profile  ^ 

Market  Value:       (158)  .    $    7^1,390,000  , 

Hevenuea;  {XI3)  *  $1, 330, 000 

Assetss  (272)  61,031,760,000 

Ket  iTofit;  (133)'  $  58,803,000 

Chief  Kxecutlve:  Jack  K«  Pope 

Total  Remuneration:         $17^^*000,  .        .  .. 

Value  of  Shares  OYmed/Controlled  By:  $523,000 

Stookhoiders:    ^3,000        31*053,000  average  number  of  uhares  outstandln.'i' 

Source  of  SaletfJ       Ordinance. 12.9^      Fiber  and  Film  t.*.^.*  23.6,"^ 
Chemical.   21. 7^^      Machinery   ^1-1.6,1 

Phynlcal  Profile 

No.,  of  emt^loyeen:  ^i'7,000 

FMC  Operations  and  Productn  -  aee  f  ollowlnc;  page 

Operation  Notea  -  » 

Leading  supplier  of  fresh  fruit  and  vegetable  preparation  equlment. 

Subsidiary  Nliigara  Chemical  Co.  conducted  a  series  of  Qontroverslcl  . 

pesticide  tolerance  tests  on  farm  Korkers  In  the  San  Joaquin  ,  1 

"    Valley  In  the  late,  summer  of  1970.  For  complete  details  contact 
Agribusiness  Accountability  Project,  lOOO  Wisconsin  Av^nUe  NW, 
Washington, D.C.  20007.  The  I^roject  has  a  detailed  atutjy  and 
evaluation  of  these  tests.  ^ 

In  Fall,  1971  the  Lindsay  manufacturing  plant  of  the  PKC  Cdrp. 
Riverside  Division  completely  refitted  a  neH  citrus  packing 
and  shipping  plant  in  Terra  pella,  California  belonging  to  » 
W.D.  Fowler  and  Sons  (a  subsidiary  of  Pacific  Lighting  Corp.  -  i 
see  page  1^6  )*  Complete  details  in  The  Packer,  December  18,  1971. 

Interconneptinf?  Directorates 

Kidder,  Peabody  &  Co.,  Inc.;  Carnation  Co. f  Bank  of  Calif orniaj  N.A.t 
Western  Pacific  Railroad  Co*  (2);  Crocker  National  Corp.t  Lehman 
Bros.  Inc.  {investment  bankers);  IBM  Corp.,  Pillsbury,  Hadison 
and  Sutro  (lavr);  Giffen,  Inc.:  Pacific  Gog  &  Eloctric  Co."  (2); 
Vellf}  Fnrgo     Co.?  Georgia  Ppcifio  Corp.}  Hewlett-Packard  Co.; 
Dol  Won to  Corp.;  Southern  Pacific  Co.;  Caterpillar  Tractor  Co.;  * 
Chase  Manhattan  Corp."?  Ketchikan  Pulp  Co.,- among  others. 
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^perations 


&  Products 


MAcaiimr  wi^ 


UWfrMLT  MATlfMAL  iVMMMf  titlWm  WVMMHxr 


''"iijiiiir* 


rM4  »fM***M««.  M^iCwMvitl^  HtM«^  r«t'»<«uM  MlW  tiMWMM  H^t^twi 
VUCHM  IMt  Affl(«.  LM  ^-  tlMir^t  t(»ft'.«ul.  M-fttU  •(  SMtkAtit; j 

rue  U«twl*.i«ll.  «  A  m-  Urxk*.  P  ». 

r«*4  CWMift)  ^01(^1  j>f  ft«t4  l')t  U}<st  «!<KlililMf 

(MO  rMMftl«>«  MMMMty  MV  )  A^  t 

Im4  fJ^ttttmy  |is(t»9.t>«  4 feyit U!i.i<t1  t<}t.;|incM 

IMr«ltlliuKdi1  >  ?  rm-v*  (lolJiiai  r«r.t:M 

llnklV.liU*»irii(t.i  &A(UCV(<  'lirtttii/*  Meilitt 


MACHIUKRT  GROUP  (canUnuca) 


Jj^y  * iitrnn,  &A,|^-  ifiififL  •-f- 


If 


1. 1 


mmmw  ontmnci  mtt*c»i  vjim***Mif  tAi»*nM» 

tOAMANCK  MmHM  SIHJM*  CtiJ)ini» 
MM.  fC*M 

M  AftI  *\Ut*rt»t^  fit  I  iktn 

•fttftrW**!  t1»t.i^»  w.3.r*!»MiJjr-irt  »*  tf  iiM.f.'f.  WaUK 
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FOREMO^T^.HC  KRSSOKf  COMPANt 


Flngincidl  Prof  ia» 

M«rl:ct  Valuer       (^^3*^)  *.  270,986,000 

RdYonuMi            '  (77)*  Si, 691,609, 000 

A8«et«t               (m)  '  •          f  6if5,8tf5,000 

Net  Profit:          (288)  "         $  29>2b3,000 

Chlof  fixeoutlT«t'  H*J«  Dr«wi! 

Total  R«9Un«rfttlont  |200,000 
Value  of  Shares. OKnod/Cotttrollad  Byt  $1,098,000 

Phynlcal  Pr<^f  jig 

No,  of  eaployaoat       18,000  '      •  . 

Eariiinf?*  by  Dlvl«lon:  - 

Food  PiH^duota   *•  33> 

Dru/;fi  find  Health  C^re,^   30^ 

Liquor' and  Wlnea    21%  , 

Chealcol  Distribution  *   8% 

Xand  DeTelOT)!nont«*.  m 8^ 

DlTlnlonet  Foremoet  FoodH  Co. 

Dairy  Dlylalon:  Frenh  milk. 
Ice  of  earn  and  other  dajlry 
producta. 
Food  Products  Dirialon:  Dried 
manufactured  milk  products, 
grocery  ahelf  Itens,  t)otato 
.  V  *  -  products,  Mhey*-ba«ed  products. 

Watet*  Division;  Sparklettsi^ 
Alhanbra,  Crystal^  Kagle 
Spring  (tirocessed  Hater  apd 
*       Mater  ti?eatment)# 

Foremost  International 

interconnecting  Directorates  ^ 

California  Pcdorail  Havln/nfl  imd  toon  Atsoolatlonj  Pacific  Llrhlinr. 
Corp#  (2)$  Pacific  Gnh  end  Electric  Co,;  Weatem  Bsncorporntlons 
Broadway-Halo  Storon,  Inc.;  Bnnk  of  America  N#Tt  k  a.A,|  Ssnta 
Fe.  IndUfttrlefts  Glore   For^an,  William      Staats  Inc., 
Curtis  Scientific  Co.;  VJhlte  A  Ciine  (laH);  Bankers  Trust  Corn*; 
'   mternationaX  Paner  Co»;  Kacfrtrlane,  Schnefer  &  Hsun  (law), 
aaonft  otherrt*  ^ 


Llc^uor  and  Klne 
McKesson  Liquor  Co« 
Wholesale  Dlrlslon 
Import  Dlrlslon 
**Zl^  Brands 
Mohawk  Xlqeur  Corp# 
J5«ra  Brooks  DWslon 
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OBHERAt  POODS  CORPORATIOH  . 

250  Wth  Street,  vmite  Pljiln«,  New  Tork  *10602 


Flnenclal  Profile  . 

Haricot  YAlunt       (/fO)  / 12,175,863, 000  *  . 

Rtrenuees  (55)  $2,OJ^5,355iOOO 

AiiMetiit         A    (199)  #1,360,996, 000 

Ktt  Proflti  fk    (59)  .         $     99,30a, 000 

Chief  Executives  C.W.  Cook 

Totml  Remunemtlon:  '  #266,000 

Value  of  Shares  Owned/Controlled  Byt  $926,000 

71,000  gtockholderit 

Saler  Prof  llet  Overobaa  ••13% 

Canada*****  ***  7% 

Coffee*******  ZB% 

*.  Oftier  grocery*** ***39^ 

Food  eervlce  ^ 
ln«tl'tutlcttal  and. 
othor**»*******%3^ 

Phynical  Profile  . 
No*  of  employeeat  W,000 

Divlalona  and  Products  -  aee  fotXC^Mins  two  pa«ea 
Interconnectlnfi;  Plrectorateii  \ 

Allied  Chemical  Corp*;  General  Motors  Corn* t  Gulf  Oil  Co*?  Whirl- 
pool Corp*  (3);  Houston  PCst^Co*;  Mutual  or  New  York  W\ 
International  Paper  Co*  j  First  National  City  Bank  (3)j  Dun«  and 
Bradstreet;  Chemical  New  Xork  Corp*t  Connecticut  General  Imurence 
Corp*;  First  National  City  Corp.  (2);  Chase  Manhattan  Corp*  (3); 
Allafiheny  Ludltm  Industries,  Inc.?  Cortms  Chriati  Bank  4b  Trust; 
AjO*  Smith  C03?p*;  Sohlumberger  ^.td*;  Corporation  for  Public 
Broadcasting:;  KPRC  Radio  Co*;  Metropolitsn  Life  Insurance  Co*; 

.  American  Exprecs  Co.;  Caterpillar  Tractor  Co.;  Dow  Jones  Inc.; 

^  Eli  .Lilly  *  Co*  (2),  I  B  H  Corp*  (2);  Royal  Dutch  Petroleum  Co*; 
U»S«  Steel  Corp*;  Atlantic  Mutual  Insurance  Commny;  Consolidated 
Edison  Co*  of  New  ^orl:  Inc. ;  .  Fidelity  Union  Bancorporation; 
Emhart  Corp.;  Mobil  Oil  Corp.  (2),  amonf^gthera. 
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General  Foods  , 

1  Divisions  &  Products 


•IRDSJEYE  DIVISION 

Divithrt  PrcuJcttl    CF  Vice  PreHtfent 

Mm,  Def«txc  Vfi(|^JiWkf/  Intfrtutional  VtititMt,  Qvkfc 
Hmw  Fruiti,  Oni«n  Rlngi,  C«6l  Whif  N*n't5airy  WhljM 
fcfl  T*fpins«  CmI'ii  Cfcamy  Uttn  Pud6lnit, 
t«€All«fif  t  S»fcy«  Afk.;  Ft*rtnc«  VilU«  fU^;  N«m|Ni«  ' 
liUh«;  Ufayellr,  Ind;  W«t«c««  Minn,;  HiUtUi^,  Wm^-^ 
Inif    Ore.;  WaiU  Walla,  Wath.  +  »»M  nr«  ii«c.«  Avon, 

FttltMt,  N.Y.  +  CAtl/ORWA  VICITAnC  CONCKNTMATCS,  Mo- 

rftft*,  Sitkoy,  Calif.  +  mrm  cvs  ot  Mtxico,  i.a.  c«v., 
CcIaya,Mtxk«. 

JEIUO  DIVISION 
Raymond  B.  Rtidy^  )r.' 
Divisi^/^ittittoit  &  CF  Vice  Vrnidm 
rrt4ltK(i5  /rlt >0  tfahil  Desirrti-CeUllti,  PiHldins  le  Ki« 
rilUns,  Initahl  Tudilins,  Coliirn  Ess  Cuitif 4  Mix, 
Whlp'n  Chill,  Tafi«<a  PuMinsi,  Ji^r-O  X'la^Chet^r- 
ok«.  Pit  Mixci;  Minute  T«fi*ca;  D-Zcfla  lo^'Caloffc 
DmmiU  k  Topf  Ins  Mix;  Dream  WhIf  Whippeit  T*|»f  ins 
Mix;  MiAuJe  Rke  4c  Detuxc  Kke  Mtxet;  Calumet  Bakins 
P«Wifer;  taker'*  Ch«colate  le  CM«nutj  Crf|»  k  Siire- 
Jel!  Pectiiw.      ^  '  ^ 

tMitlMii:  |{«}tyw<K>tl,  Calif,;  Dover,  pel,;  Lafayette, 
IimI.;  Chkaso,  III.;  Wobuin,  Maii«  4*  rRANxtm  kAXcn 
coMMNV  or  THE  rHiurf DavJio,  San  Pablo,  Republic 
#f  IhePhillppintf. 

KOOL-AIO  DIVISION 
WilUamCWaW 

Viviiion  PmiHen  tftCFVicc  PrcsiHent 
J^ottiKtf}  Kool*Ai4  Koft  dfink"  mixci^  Twtit  Imitation 
Ait  Mixet;  CiKNi  Seatoni  Sabil  Dre»fins  Mixci;  Open 
Pit  Barbecue  Sauce i^-SluVc'ii  B»ke  Seaiohttt  CQAlittg 
Mixei;  Kool  Popi  pop  barii  loait'cm  f^op  Upt  and 
To4«l*em  Danka  Ti^iter  Daniih;  fiwant  l}om\  Cik^ 
flour  tc  hUtth}  UFratKe  Whltcncr-Dri|;hti'ncr» 
Loeatiopu;  Cliiedso*  111.;  tv^iiuvillr,  Ittd,.  IVnJklon,  Ore. 


MAXWtlL  WOUSE  DIVISION 
lames  W.  Andrew* 

Diviiion  Presttient  &  CF  Vice  PreiiHeuf 
frodiKts:  Maxwell  Houk,.  Yuban,  Sanka  Brand  f7f« 
Ciifein  Free  Colfeef;  Instant  Maxwell  Houte,  iMtant. 
Yuban,  Inttanl  Sank*  Braml  97?^  CaHrirt  Free  Colfecf; 
Maxim  Frecxe-DcM  Colfee;  FreercDried  l^nka;  Max- 
well Houie,  Eleetra^Perk.  ''I 
UeattoiM»  San  teandro,  Calif.;  Jacktonville,  Fla.;  H«' 
b«ken,  N|,;  tkuiHHW  Tex. 

POST  DIVISION  ^ 
Ralph  UCoWj 

Divi$i9n  Prttident  6t  CF  Vice  Pretidirtt 
PrtdiKllr  Pof  tCereak-AIpha'Bitt,  Poat  Toai  tief,  Grape- 
Nuti,  i^i  BranllakM,  Grap«»NuH  FIake«,  Raiiin  Bian, 
Cinnamori  RaUiit  Bran«  Super  Su|ar  Crisp,  Honeycomb, 
FortiHed  Oat  flakel,  FrotteiT  Rice  Krinklef,  Crispy  Crit- 
tert,  Pebbltt,  Poit'Teni,  Tre«t<Pak;  IiMtati)  PHtumi 
Start  and  Tuns  Initant  Breakfast  Drirtki;  Us  Cabin 
Syriiipf;  Pel  Foods^-Gainci  Meal,  Biicuitf,  Bits,  Gravy 
TValn,  Gainei'burserf,  Prime,  PrimrVarltty,  Top  Choice. 

$itpplyliiS!FoIdins(*'l("^<'  ^ 
UcalloMr^ankakee,  III.;  T^itaTKan.;  Battle  Creek, 
Mkh.;  sV'to|ii  Sprinsi*  RY. 


Food  Service  UmU 

_  ♦ 

INSTltimONAt  FOOD  SERVICE  DIVISION 
Joseph  F.  Abely 

i^rvi^iqji  PfCiUeut  (f  CF  Vice  Pre^iHeut 
'^upflylnss  lnilitulM»na^i!zc  coffees,  desseils,  frozen 
f**ds,  and  other  product!  for  food  >crvice  customers'^ 
resfauranis,  hotels,  Khools,  hospitals.  Individual  scrvms 
beverase*  and  products  for  ve^ins  machiitcs^  as  well  as 
Kernel'frcsh  NuljL  ami  PopiOrn  products^ 
Location}  ^^0ll(,Va. 

"  BURGEH  CHEF  SVSTLMS,  INC 
Phihp  A.  Korn 

pTCfidctit  ^  CP  Vtcc  PiC^iiU'nt 

Supply Inss  Quality  ftHul  snd  iixmi.  srrviir  for  people  tm 
the  move  Mfre  ih.m  J.lOO  Uiirf^cr  (hrf  f<amily  rcKt.Mi* 
r^itti  are  liHntcd  In  m*%l  of  the  50  M.ilc«. 
llrad<|M.arters:  liuhan.iHis.  Iml 


I 
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ccmiAi  V00D5,  tmntu  (canada) 

RobwtS.HuHkil 

frtfidknt  &  CP  Vicf  Vmidtnl 

TtUtKUi  KUxwcH  K*ti*r,  YuWn,  $anU  1li(|ijUr  lb  lft«> 

Mum:  ItN^  DctmU;  MMt  T«W^«;  TmI  CcmH; 
•«W«  aiK*U(«  Ic  C«efflytj  K#*1*AI«I;  Mlniil«  Kkt; 
Cm}  TMf ;  $UtU  Awake;  SHnUj^;  MimiU  Ircjik- 
/«tl;  DtHm  Whip;  Slukcii  Ukt;  C««4  StiHrn  Vktiu* , 

Ctrl*;  HmImi  Snack  f#*4f ;  CUtdft  f tl  Fl»*4<« 
Km  J^nartft  i  Torn  k»  On  t.,  Cy»W<,  ' 

HomM  MOO  rKOiMKfrft  tiMm»,  fini^mt  OnL,  KmlvUk* 
N.f.  +  vntnt  HbT  iMtm,  VtM^^vtt,  tx,  •¥  cahtm- 
MntY  cRniAMni.^f  tMin»,  TmmI*,  Ont.  *l*  mci x  cmv 
mn Mil  (Cmm^)  umitkd,  T»rM(#/  Oitt^  Cm«4«. 

4 

CSNUtAt  FOODS  INTEJINATIONAL 
Gtorge  Bremirf/  Jr.    •  * 

Jhrit'itUntftCPCroupVktVrtfUtnt 

GENmi  rOOOS  EUXOrCr  Bni#fck«  VWgJiiM 
JiHKf  H.  Whitcomb  ♦  ♦ 

W.  K.  T.  Drake,  Managihg  CHrKtor 
AURiD  WRD  4  »0H«  (mkiano)  UMtuD,  DuMin,  lrctan4 

T*l.  Harrif,  MaiM|{ng  DlrKt«r 
ciMiRAi  roO|2!*  O.m.k.H'/  Elmfh#riVK*(«lt{n«  Germany 

$.T.HinkH,CtiwraI  Manager.  ,  '< 

CtNCRAtfOOMICAHMNAVIIA«5t«<kK«Im/SW«llfft  \ 

I,  r.  M<Mamiff,  Maniglng  Dirf<l«r  ^ 

COMFANtA  CtHINAl  Dt  tdiVHlf,  I.A.«  Mkdt\4f  Sf*.\n 

Jt  H.  C*r/Ut«  Ifr,  Central  Manage^ 
cn^iiAtyo<>MitMnux4.Bfiiii«lf/ieIgluin  ' 

CS.  9.  Langftril,  General  Manager 
jM/f  mtURt;i)tK.  i  c  |00«r  w.v.,  Merk»eiii>  Belglitm 

A.  C» Managing  Dlre<t#f 
ciNfRALroop«rRANCCf.A'»KueU'Malmalf«n,FMnt«  ^ 

f  ierrt  Lemtnnier,  Preskleht 
'  VkefrHiJeni/ General  Foo4  International 
UAH  $.f.A„  Genova»regli/  Italy 

W.KUHak9Viky,Ceneral.Manager^CF  Italy 

<jiit<l«  lie  Ufa,  Managing  Dlrccl»r«-tUh 

CEKtRAl  rOOD5  LATIN  AMtRICA/PACinC 
David  K.EvAni 

Cenernl  Mmmier  0  CP  Vice  Pmiiient 

ciNtRAi  roooi  DC  MtxKO.  *  A  /  Mexjto  Cily,  M(xlc# . 
W.  E.  Srown^  General  Manager 


UiKMA,c.A.«Cara<as«V»fttt«i«U  ^ 
C.aWMkf#Kt,G«neralManatcf  * 
ICWOH      Sm  Pa4it«,  Br  atU 

C.  D.  W»»lr«f«  C«fl«ral  Manager 

comt*«  ciMtXAi  rooM  iiutrf Sy4ney,  AtiatralU  ^ 

}.  S.  WtnkWl,  lUglffi  DlrKt^r  * 
ctKMAi  fO09€,  If,,  T»ky«/  Japan 

C  J,  FulmMn,  General  ManajHT 
GtMNAi  rooM^  N4e<,  San  Juan^  fuert«  IUc« 

D.  J»  Ctnctal  Manaaer 

mOltr*MlUTAIlYOmATX)NS 
JJL  TorrtM,  Pjrfc/«r 

DiiTiuitriioN^us  mvica  Div^ 

Robert  A.  $tHfl|cf 

Citand  Miuuittr  fkCP  Vk'i  Pniidtnt 
UcatfMia}  Ut  Anfeki,  San  Frandwt,  Calif.;  DMivtr, 
:  CM.;  Newark,  Del.;  WatHtngl«n,  D.C.;  JaekaMvltfe,  Fla.; 
AlU«U««  Ca.;  Chkag*,  Qtilncy,  1)1.;  Tn4Unap«l^'  ^f^i  ' 
BMtMwMaH.;Detrtlt,  Mich.;  MWwtapvUi,  Minn.;  Kan«  % 
iu  City,  ft.  U«k,  M«.;  Om#ha«  K*li'?  OlfMfi^  N.  J.j  / 
Syractue,  N.Y,;  Ckirlolte,  H.CrC|nd«nat(,  YMtngm^vn, 
Ohl«;  fHtUnif  Ort^i'Mewphd,  Ttmt;  DtXiu,  Ttx« 

Non-Food  Unitf 

VrVlAKC  WOOD  ARD  CORPORATION 
It  Ui^;htfiiltn!  ^  CP  Vkt  fntidint 

fnfflylogr  A  pfHllge  line  •(  hlgih  (a«ht*n  c*fMftki  tni 
p«ra«nal  care  pr*4u<l«  to  ftMitami,  in  their  hMM<  an4 
by  apfttnlment  •nly,  thrMtgh  Wavty  CMiaultantff. 
HM4fi«arttf«t  fanMama  CMy,  Calif. 

W.  ATtEE  lORPEE  COMPANY 

VttpptyUll  QualMyprt^tKlr  f»f  h«m«  garileni  *h4  lawnf^ 
-fltwer  an^  vrgetaUe  teWa;  Ilawer  bulbt;  f^rtery 
«t*<k;  h«iiH  planti;  an4l  gar4enirtg  aM<. 

Ht«4i|«arterft  PhlladUtphla^  Pa. 
UeatlMMt  Rtyrrst4e,  ImpPC,  Santa  Paula,  Calif.;  San- 
(ti,  Fla.;  ClintMf,  l*>va ;  Doylettpwn,  Pa.^ 

KOHNER  BROS.,  INC 

Oran  G.  Klrkpalrkk,  Prttitlait  ^ 
i«ipptylngtT«y<,  gamti,  ami  punUt  f«r  Infanii  «nil  pret 
kKmI  chHJrcn  wh^  eilucair  ai  they  enteitaln. 

l*catl«n)  East  Pate tion,V  J. 
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GVm  OIL  COMPANY 


383.0  Vllshlro  icmlerard,  to»  AnKel«>f  Calif  dlnlA  9dQ10 

Kurket  V«lu«?-  (71)  41,313,622,000 

Hrr«nueit  (127)  41,221,170,000  ^ 

A«aetat  (12^1')  »1, 9^^6,303,000 

Hot  Prof itt  (5/f)  I   lU,lirf,000  V. 

Chl«f  3SbceoutlT«t    ^      J#  Paul  Getty  *  . 

Total  Htnuneratl on t  |208,000 

Value  of  jSharee  OKned/Controlled  Byj  $853,681,000 

Stockholdtret    7f289     ^l,645f000  aTorage  munber  of  «harea  ou%atin41njB; 

Phyilcal  Profile  *  :  " 

No,  of  eaployeeRt  13,000 

Subflidlariee.    aee  folloHlns  page  ^, 

Asrlchilturiftl  holdlnge  -  eee  f ollovrlng  pase  ••Real  JSetate,* 

Interoonnfotltm  Directorates  « 

Baiiic  of  Auerioa,  N«a?«  &  S«A»  -  ^ 

Sastuan  Plllon,  Union  Securities  &  Co* 
Heoht,  Hadfleld,  Hays,  Landmoan  So  Head 

fleourity  Pacific  National  Bank  ^     ,  .  f 

Pacific  Hutual  Life  Insurance  Co,  ^ 
Carnation  Co, 
KvSHVi  Loeb  Co, 

Great  Atlantic  and  Piiplf  Ic  Tea  Co, 
Lehnan  Bros, 

XJnlverelty  of  Southern  California  (chancellor)  ' 
•Litton  Indus trleij  lno, 
.  Southern  Calif omla  Edison  Co, 

anons  others,  "  • 
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G«tty  ON  Comp«ny  Wholly  Owntd  SuMdIaHtt 

Amx'mU  Oii  ComftMf  (OUhtnm)  « 

I>kcfibiak>ncO(ii  MKMftUSii.  A.  (Itt)y) 

Getty  Iran  Lad.  (DaUwarc) 

Getiyfmr  CocpocMtQo  <ttbcf  U)' 

Getty  MinmltComp«ny,Limf«M  (CwMAt) 

Getty  XCio^«timi«fcl  (Ckm<)«) 

Gttty  Mining  Hciic, limktd  (Gifi«d«) 

G««y  Micini  >k)rtliw«ir,IJiiiice^  (Cwwdii) 

Gttty  OUAta»c,  Li«UM!d  (CiA«k)  - 

Getty  Oil  (C«o«dt«AOpcmk>oc),ti4.  (Ouii^) 

Geity  Oil CotAptm(f,Ud,  (AJbem) 

GettyOU  (iaiIeBi»n),Lii  (Albctta) 

Getty  Oil  IsierMtiooel  (AtfeiKuie))  Uic  (liberie) 

Getty  Oa  JmeitietiOiwI  (Iiidoiiem)Jqc  (tibcrk) 
Getty  Oain<ffneiiofl*l  (tetio  Aioctic»),I«c.  (Ubwie) 
detty  OU  MKitiiiM:  licwcd  (Ciijeda) 
Ge<fyOilNp«liw«t'l«fti<0!tiei,Iid.  (Cacwck) 
Getty  Oil  (Philippince)  Inc.  (FhUippioes) 
^GettylPefraleiMaCoin{MAy  (libciie) 
Getty  pipe  Coflvpefty  (PetMuylvaQia) 
Ctity      line  Coroptny  (Tcxac) 
GetfyTanIt«f,ti<I,  (Libetii) 
Hemtipbef e  Traoiportation CMpocatioA  (tibcf i«) 
H«U«V5f«k)irf»iKcS,A,  (ftaoce)  ' 
>(jb«ienOiJttaiioni,Inc.  (Liberie) 
iiberian  Operations  Linttted  (tngUnil) 
lAbfificaotJ  Veedol  S.p  A.  (Italy) 
Minnebome  Und and  rarmirtf  Company  (Calilbrnii) 
P*Ci7ic'WcjKrn  Oil  Gotporation  (Delaware) 
Seaiide  OU  Corporation  (DeUware) 
S.  P.  qU  Compwjy  (United  Kin|do«i) 
SutWFUcePrt>pefry(>mp«ny,Lintit«d  (EngUnd) 
TraoM>cranic ShtppingCorporatiofl  (Liberia) 
Vfe^dol  EjpanoJa  S.  A.  (Spein) 
\«f«doIOm.KH.  (Germany)  . 
VettW  Oil  Compkrty  (fjinada)  Ltd  (Canada) 
Veedol  Paroktnn  fmernai ional  A  G  (Switicrland ) 

Q«tty  Off  Company  Coniolidtttd  O^npaniM 

Mmion  CorpoiAti<Hi  (NcvaJi) 

SkcHy  Oil  Company  (Delaware) 
Nmkar  ruil  StKku.fnc.  (M^rybnd) 

GtUy  Oil  Company  Nonconftolidiiltd  Companict 

'njvm  IiH  (( :ilifitriiii)  71  ^jjji^  • 

-  1970  Annual  Report 


RmI  Eitattt 

DhcIh  >970  Getty  OU  comwMed  aUbni  10  realiK  the  loni-terjn 
ftoti  oppomtokiei  from  iocretied  utitiaatiOA  of  tti  90POO 
Mcmo\  CjOiiocaie  (n  kai,  eo«cemr<(e4  pciiwiily 'm  Lo«  AAie< 
tie,  VSatmt,  Oraaie,  SMKa  Barbara^  Kerii  and  Prewo  coontiei . 
Ti$  real  eicaie  hojdifl|i  inchtde  10,600  acrei  o(  urban  and  ^ 
mhm  peopeny  within  4q  milet  of  Loi  Anjet^  a«d  40^00  acrei 
10  /kmini  area*  rn  tbe  eaiMn  Mid  weMem  actions  of  the  iouth> 
cr«  5an  jToaquin  Valley  in  Kern  County.  Tbe  africuUuraS  fee 
aoeaie  in  California  wai  actiuired  ac  m  aver«|e  cok  of  1^  p«r 
acre,  begiiuiinx  in  the  early  i90o'ii  in  conjunction  with  peiro* 
teum  exploration  and  production  operi(tioM< 

Oil  the  weK  side  of  the  San  Joaquin  Valley  12,500  Ktci»  under 
km  10  four  separate  tenant  farffleri,  were  pUmed  in  cotfon. 
sufar  beets  and  sted  alfalfa  in  1970.  Test  plantinis  of  ultves  and 
pietachio  m  trees,  comprising  a  total  of  aio  acres,  cent inuetl 
10  uoder|0  evaluation  in  »  ptO|ram  studying  the  practkMf iMy 
of  orchards  in  the  long  term  development  of  dive r iified  /irmm/; 

The  ease  side  lands,  which  are  located  ntmheait  of  UikcrtTH  M. 
are  particularly  suited  for  orchatd  nper«tK>nf.  The  cumpiit) 
tmns  1.500  acres  of  lind  pf^ntcJ  nlth  titfus  ami  i\nMvl  i;toui 
which  are  operated  under  hm  in,inafienKnt  af/cicmcmi  m\ 
leaici  A»i  adtlitional  911  actes  arc  oinrAtcd  t'yjlw  Minmln'mJ 
Land  A  Tarming  Oinpiny,  at  <ktt)'  ( h\  iiit»Hlury.  p*- 

Stuilies  continued  during  4070  m  |»rc|nrjti(Hi4if  n  Utnl  uk 
pl.in  ftw  ik'  dtvikijwnc  w  uf  tU'  coinjuio  '*  iu,^oa'.i<ro  'I'.'IM 
'  XaiKlffMhicli  istitiistul  tomilisn(>rilmiiti>f  itmt.tlh'tAii;  i 
ks  m  jr  Siiiti  V^tUy,  ViTUiirj  OHimy 

^  1070  '.nnur'i  Hi*rnrl 


38 


"  3087 

THg  GRI^T.ATIAW^glC  AKP  PACiyiC  TEA  COMPAHY.  1^. 
yinmnolia  Profile 

Kftrket  Values        (185)'        '|680, 926*000  .     f^  ^ 

H«T«nue«:  •(12)  f  5*753fO92,000 

A«««tAr  ,      t290)  $  957f073,000 

Ket  I*roflt:  (151)  |      53f 302,000 

Chief  Bxecutlye:  W,J.  Kane 

Total  Hanuneration:  |126,008 

Ho/  of  Shares  Omod/Controlled  Byi        If  139 

Stookholdiiras      ^7,900       .  2'tf,875t224  arerage  number  of  aharea  out- 

atandinc^ 

PhyalcaJ^  Profile 

No,  of  wployeeo:         125,090    ^        '  Storeaj  kf^Z? 

'    -        .'t  .  '  '  * 

Subuldlarlesj  ; *  - 

The  Groat  Atlantic  &  Pacific  Co#  of  Vermont  ,  ^  * 

The  Great  Atlantic  &  Pacific  Tea  Co#,  Ltd, 

The  Great  Atlantic  &  Pacific  Co.  of  Canada,  Ltd. 
A  &  P  Propoftlea  Ltd. 
Hetcalf e  Foods  (Canada)  Ltd. 
.  •  Nakat  Packing  Corp* 
American  Coffee  Corp. 
TAP,  Inc. 

Compaaa  Foods,  Inc.  ^ 
Greas  Stbres  Co.,  Ltd. 
Super  Katket  Serrioe  Corp. 
Vehicle  Leasing,  Inc. 
KKlk  Sat-e,^  Inc. 

Interconneptlttg  directorates 

*      .  ■  . 

Kuhn,  Lo«b  4  Co.}  Gatty  Oil  Co.;  New  York  Life  Innuranoe  Co. 
J.P.  Korean  &  Co.,  Inc.?  P«n  Aia«rloan;  Federal  Price 
Coamlflaloiv  aitbns  othera.  '  " 
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GiAirr  coHyAwr 


Sutury  Mlmiaiotft  5^058 


yi]:^#«6l«l  Profile 


NarkAt  VUwt 
B«Tinu«a i 

Jf«t  Profit! 


|66>222»d00 
|197i4?^t000 


Chltf  IxtoutlTii    ^  . 

Ho.  of  BhmVB  Oim*d/Controllad  Bxi 

?hyglc<tl  Profile 

Ho.  of  mployttt  3500 

Subflldlftriiis  atnd  mrlalonar 
Sam  M««tii,  Ino« 
Contnlntr  optratlonn 
Copfland  af«iuiiM«  Co« 
Crrociry  product  11 


Gr«tn  Giant  of  C«nAd«»  Ltd* 
Grttn<;i«nt  Hoitft  A  Gardtn  Ctnt»rii  Xno^ 
Xnttmatlonal  oparatlonfi 
Jolly  Gritn  Gi«nt  lafltnunaitg,  Xno* 
dchK«lg«rt  Ntftt  Co« 


Grttn  Glmxit         Htxloom  . 
lsU\x9T  p*im  Frt«h 

HlblttR  • 

21  proc«8flln/fr  plants  in  tht  UnlttSi' 8t«tt« 
k  o«n  ««nufaoturlh/i^  facllitlaa  flatlaf  lit  8?;^  of  th«  oo«pany*« 
'  ^  raqulranthta 

OwiM  or  Itaaefl  35;^  of  th«  land  It  obtains  crops  froit  with  coapanr  j 
MipXoytta  doln^  tht  faralns  vork     ,  * 
»  265«000  acrtfl  undar  cultlratlon  In  I9  atataa  and  two 
"  Canadian  proYlncaa 
T«n  parctnt  of  fiaXso  ravenuoa  so  to  rsasarch  which  la  twlct  tht 
Industry  avoraist*  Ki 

Inturoonntctin/^  piy^tetorates  " 

KcTa«ui,  Clar):,  Holland,  Whltsnida,  Cou«hXin,  Ousllatt  k  KaIIIoujcj 
Dayton  Ifudnon  Com*?  Palnsy  Webbar,  Jaclison  le  Curtlii;  Community 
Jnrtfltamt  HntsrprinoR  Inc.  (S);  Tho  Hlllman  Co#  (and  «ubsldlnrle!^)t 
Plrflt  K/ttlonnl  B^nU  of  Sfc.^Pnul  {?.)t  First  Bnnk  ayntau,  Hex 
Chr^lnbelt  lnc»5  Sunftr  V^lue  3tora»  Inc*  {Horltlns,  Hlnn#),  Burllnrtwi 
Northern  Inc.:  lUnnertotn  Mutunl  of  W^urf*u$  First  Katloi^tl  B«i1: 
of  Mlnnfanollr;  Global  Marine  Inc.:  t/fintem  Kentucky  Gi»f  Co.; 
Plttnburrh  CoUc  and  GhcMlcnl  Co.;  Pitt-burr.h  national  ?^nk; 
Kollmorrer  Corn.:  Karr.  Induntrlrrt;  Kcatronic  Inc.;  D«fiilt?rs 
Knnufpoturinrt  Co.;  CaJt^bridr^  Corn.;'Kroy  Indujttrlen;  Toro 
Hanufncturlnr  Corp.;  Flrnt  Truftt  Co*:  Ccntrnl  He«enrch  tnbor.*- 
torlcc:  Inc.:  ^/Vllicd  B.^nl:  Intfrnitionnl;  invsntora  Dlvcrnlflcil  ^ 
CcrvlCG  Inc.,  .'unon'^  othorn. 
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a.       HEINZ  COMPANY 


Financial  Profile 

Market  Values 
Revenues;  . 
Assets;  .  * 
Net  Profit? 


(276) 
(19^) 
(^01) 
(262)  I 


5^99#8?9>000 
S98l',171«000 

$  32>571,000 


Ohief  Eijcecutive?  B*B*  Goolcin 

Ttitai  Bemuneration:  $262^000 
Value  of  Shares  Ovmed/Cbntrolled  Byt 


$486,000 


Stoclchoiaer  s  t     ;  11 ,  ifO? 


l3t25]^,8S9  averaige  oomraon  stoclc  shares 
outQt6n<ilnc 


Physical  Profile  ' 

No*  of  emjjloyeess  3'l-,oao 


WortdHMdqu«rl«r» 

Pituburgh^ra,  15230 

North  Afptrlol  ~ 

H«nz  U-JM.  CHvtiron 
,  PJHsbufgh,Pa, 
Nornin  E.Oimteirt^PrMtiftnt 
factories; 

.  Chimb«rabiirg^  Pi. 

.  .  Pittsburgh,  p«. 
.  WJnchMtOf.  Va^ 

F:tmont.  Ohio 

Bowling  Qrton/Otifb  - 

Hodind.  M(ch.  • 

Lakivftw^  Mich. 

Muscatlnt.'iowa  ' 
/  Tracy.  Cffit. 

StocKlon^Cafit 


Star->Kf»t  Foods,  rne.  * 
T*nn|nal  iOind,  Call). 
Wholi^-ownecf  sofasTdlary; 
acquftid  In  1963. 
JoBf  ph  J.  Bogdinovfchi  rmt\flit\f 
""jctortaf  - 
Ttrmli^af  Island^  Calir. 
Ilo.PafU 
Colshco,Peai 

Pago  PaoorAnitrtcan  Samoa 
Maya^uar,  PUarto  Rico 
Coid  Stoniga  SUKonsf  :'  .  ■ 
^antgai  ^ 
Ghana 
LJbari« 

'  RapiJl;it(&ohh«C6ngo 
Paiia,  Pafu 

Ora-fda  Foods,  I^iCr 
BoIm,  Tdaijo 

VVtiotfy-o^^riod  subsl^fatv;  ' 

acqu(rad  In  1865. 

Robt'rt  K.  Padofich^  Pcastdortt 

Factorias: 

Ontario^  Ort; 

Burlay,  Ida. 

Grf onvlirt^  Mich. 


H.  J.  KatrfzCompanyof  Canada  Ltd, 
Toronto,  Ontario 
WhoHy-owotd  subsidiary: 
established  In  1909. 
Atbert  Forsyth,  President 
FactoryJ 
Leamlngioo,  Ont. 

Utin  Amtrrca  and  Pacific 

aJ,HaH«Companyof  Austratta  Lid. 
Dandenonp/Victoria 

Wholly-owned  subsidiary: 
estebflshedlif  1935, 
"  Frad^V-KeHow,  Managing  dlrtoior  ' 
FactOtyi 
Oandenong,  Vtctorli 

Allrpaniot  Heinz  OA  ; 
Vaieocia/Carabobo,  Vtneitua'a 
iOO^;  Heinz  owned:  ■  ^' 
ettablishad  In  1959. 
John  Johnson^  Praskilnr 
Faclofy; 
9fn  Joaqufn^  Carabobo  ' 


Nich|roHaInz6onipanyLid„  . 
ToR^,  tiapati 

iQStHalnr  owned  i 
estabtishad  in  I9f  1. 
Ernest  Wr'Barr.  President 
factory;. 
Kunharn" 

Heinz  A(In)enjk>a  SA  da  C.V, 

Mexico  Clt/r  Mexico 

10%  Heinz  owned:  acqulrad  in  1963 

Qarpid  K  Warner.  President 

Factories: 
Salamanca.  Gu^naiuatd 
Los  RobiffS,  Veracruz 
Lome  BOnita,  Oaxaca.  ^ 
LpsMochis.SIna(oa  , 


(continued  on, 
fpllowinK  Pfiifse) 


interconnectinr:  Pireotoraten 

Mellon  National  Bank  and.  iPruRt  Co.  (4)  ;  Banlt  of  America*  Nevr  Yorlcj  " 
•      BanUerff  Trust  N^i?  ybrtc  Corp.;  General  Motors  Corp^;  PPG  Industries; 
r     Aluminum  Company  of  America;  Armco  Steel;  Mine  Safety  Appliance 
'  Co.;  ShcnonRd  Furnace  Co.,  iunonc  others* 
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Ao^ituro 

long  -tomt  aflrlcullural  programs  coci- 
tlnutd  to  bfinodl  tho  company  |n  !wo 
ways^b/  Incroasod  IndcpcndenCo  from 
crpp  gluts  and  scarCHics.and  by  leader- 
atlipin  research  for  bettor  crop  iflrai'ni 
•od  more  efficient  harvestlng.mctbods. 

fot  many  years  it  has  boen  Hcfru 
policy  (0  mako  corttraCIS  for  major 
fngredlenfs  In  advance  of  the  growing 
season,  arid  to  do  so  with  groyvcfs 
throughoul  tho  counlrj^  Goographical  , 
dlverstfiqallon  in  contraclihg  has  brought 
us  close  to  our  goal  pf  having  assured 
supplies  even  when  some  areas  expert  . 
ence  poor  ^arvests.  In  fiscaf  1970, 
desi^  unfavorable  grbwlng  condlUons 
.  frta  number  of  ^reas.wfrechieved 
^  tOQpercentofour  required  quantities  of 
-  all  confrJicied  crops, 

Mecfrtnical  harvesting,  more  efficient 
and  economical  than  hand  labor,  is  being 
used  Increlsingly  for  Heinz  crops.  Our' 
•California  tomato  crop  Is  1 00  percenf 
machine  harvested.  During  calendar 
'  t970  our  cucumber  acrcago  win  bo 
;  40  perceol  mnchifie  harvested;,  a  charp 
'  fislovof  previous  years.  Within  a  very 
^  few  years,  completemechanfca)  harvoct- 
*  ing  ol  nil  our  requlremppl^in  both  crops 
\i  expected,  making  us  loss  dependent 
on  locfoiistiioly ficarco  and  expensiv"?? 
.  hrtodlabof. 


Progress  is  Ir^iing  made  in  new  plant- 
ing  methods  as  well  es  In  harvestino. 
A  dissolvebler  plastic  tap«i  withiencapsu- 
taled  ie<ds  tias  bfien  developed  (b 

.  permit  pr«clsfon  pls^nting  in  terms  of  seed 
spacing  end  depth.  The  uniformity  of, 
the  resutting  crops  makes  them  mor^' 
ioilibfe  for  mechanical  harvesting. The 
new  taped  seed  method  Is  belho  used , 
axlerislvely  for  our  Catlfornia  cucumber 
crop  and  torn  lesser  extent  for  puracre* 
•gefn  the  Midwest.  Thefamtsystem  Is 
belrig  applied  to  tomato  cropsin  both 
horthiirn  and  southern  growins^  areas.  ■ 
*  Advances  In  bulk  hahdllng  also  havd 
contriboted  to  mora  tflicient  end  eco-> 
nomical  egricuifurat  operations.  The 
bulk  handling  lechniqife  makes  us|  of 
ipeclat  vehlolcfi  thafaro  ablo  lo  transport 
larCe  quantifies  ol  crops  from  field  to 
factory,  without  requiring  hand  labor  to 
pack  the  haivost  into  individual  con- 
talniifS.  The  vohictes  can  also  dump  their 
loads  dfrccity  into  storage  areas  al  tho 
receivir)g  plant  wllhout  requiring  labor  for 
unloadi'ng.  During  liscaf  1 970  thp  per. 
ccrilage  of  tomatoes  rocoivcd  in  bulk  at 
our  Ohio  factories  rosotoSOpcrcchl, 
Wlill0 1  e  petcont  ot  tho  Catifornfd  lornato 
crop^\y.as shipped  and  received  (n  hulk. 

ifpIffBcfDnofnictilhandHnfl  motliod  is  also 
BlDfnfi  used  increacinijly  Inr  nucumburs. 


Hoi:3Lcl  iooatlono  (pontlntacd) 

Europr 

HJ^HtlnzCofnpinyUirtiCed 
H*yts.MiddUisix,engiaf)d  ' 
itlf%Hoi^z  owned; 
•stobtishbdift1905.  ■•  . 
AmhonydtlaiP.BoreslcKd.ViciCtiairrnin 
Anitiony  J.  f.  O  Roilly,  Mtnaoirtig  Director 
Factories;  .  4^ 

Hifftsden  (LondOfrt         ,  . 

Kilt  Green 

Sipndlsti 

W.  Dirllngton  and  $ons  (HoWfogs)  ltd. 
AngmerincL  Sussex  (acquired  In  1969) 
Rot>eitaD&rl«ngion,  Managing  Director 


1970 

Africultura 

Oayelopmcnts  in  agrfculturo  under-- 
,  tcoratfefrorts  of  the  North  Americar) 
.  group  tdbfcome  Incf#e»ingly 
independent  of  commodity  cycles 
through  greater  reliance  on  modorn 
growing,  harvejting,  handling  and 
alorage  technique».><elozU.SA'« 
mechenlcallyharvistod  cucumber 
\  acreage  ddubled  compared  with  tho 
prtvious  year  and  should  double  again 
In  the  current  fiscal  year.  Harvesting  of 
the  Califomla  tomato  crop  it  already 
tfltfraly  mechanized,  and  mechanical 
hervtstlng  Is  Increasing  rapidly  In  other 
areas  of  the  country.  During  the  coming 
ye  er  there'shouldbe  a  100  percent 
Increase  In  machine  harvesting  of  tometo 
.  crops  in  ihaEasland  Midwest.  • 

The  factodes  at  Fremont  and  Bowllhqr 
Greep,  Ohio  vrere  completely  converted 
to  bulk  hahdllng.df  tomatoes.  With 
receiving  tanks,  elevetore.  flumes  end 
water  flows  all  edapted  to  thisrmethod,  * 
which  reducee  labor  costs  and  waste, 
f^einz  of  Canada,  which  hadeccess 
lo  the  best  Ipmato  hervest  in  five  years, 
euccessfullytested  e  newbulkhandling 
system  that  will  be  ebte  lo  hendfe 
approximately  60  percent  of  this  year's 
tomato  crop. 


Agricultural  research  faellilloswore 
expanded  dgrrofl  tho  year  in  both  Ohio 
and  California. 

Heinz  laboratories  dovptoped  two  nev/ 
tomato  variolles,  ono  for  uso  In  California 
'  and  ono  foru^o  In  Ihe  Cast,  both  sulfa  bib 
for  mechanical  harvesting.  Cood  prog* 
resS  has  been  achioved.ofso  In  dcvofop* 
menl  of  dir.easoTocictnnt  tomato  strains 
^inrf  Uwail  cucumfior  hybridr;. 


Pfckf  rings  Foods  Ud» 
Hayes,  Middlesex 

George  Popham.  Managing  Direcior 
Factorfts: 
.  Oidcot,  Berks  . 
HainiHer,  chichcsrer 
WcHmgborpogh;  NodKamp!o.i*J,t.«. 
St)(ewsbUfy,  Stiropshiro 
Coleriinf ,  r/odhcf,-*  Ireland 

HeJnfErliv  Vld. 
Dublin.  Ireland  t 

50%  Hoinzowned;o3f«t)li3hcdin  10C7 
rartJirkel  products  ol  Erin  Foods,  lid, 
.  in  Ihe  lAitted  Kingdom- 
Charles  F.  lowe 
Brcr>dan  G,  Ooyte 
.Managing  Directors 

H.4.HelricA/S  , 
Copentiagen,  Denmark 

Ettabllstied  In  1M«  to  market 
Heinz  products  In  Denmark. 
Dennis  F.  J.  ShatiocJ<,  Chilrnfwn 

H,J,HefnrN.V,  * 
Eisr.  Geklertatid. The  Netherlands 
WhollyTowrwd  Subsidiary: 
,  acquired  In  lisa. 

Arnold  A.^B«uvckamp,ManogIng  Director  ' 
Factory: 
.est,  GtkJerlend 

H.  J.  Heinz  Company  (Se Iglvm)  SA/N.V. 
Bmssels,  lelglum 

Arnold  K  f^etwekamp,  Menaglf?^  Director 

IndUStHae  de  Aflmentaeao  Umlfada 
Ustxm,  Ponugal 

70%  owfif  d  by  H.  J,  Heini  Company  N  v.. 
1^  tlether|ar>ds;  acquired. in  INS. 
Jorge  Gl/ah,  Qer)aral  Manager 
Faclorf**: 

Vila  Franca  deXira 

flenevenle 

,  trKfustrladeProdtttosAorioolas 
'.  Desldraladde»  Ltda. 

Vila  Frenca  de  Xlra,  Porlugat 

60%  Heinz  owned.  ^  ^ 

Jorge  Girai  General  Manager 

Facioryt 
WlarrancajtfeXira. 

.  .SoclaladefP)ash»nS,pA.  . 
Milari.  Italy 

Whollyowned  subsidiary; 
acquired  Irt  lata;  -  - 

Dr.  AI(IoTarlare|II<  Managing  Direc]or 
Factory: 
Milan 

Soclola  del  Plasmon,  Sud.,  S.pA 
'  Leiina.  Italy 
Dr.  AWo  Tarlerelii,  Managing  Dtr«lor 
Faeiory; 
Laitr>a  . 
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J.  G>  B03WELL  COMPANY 


^^.0•  Box  877y  Corcoran,  California 


giniancial  Profile 

Sales  ToXtimne  is  approximately  #50,000,000  a  year 

Physical  Prof lie 

Land  owner  shit); 

Held       oim  name  3^,364  acres 

Boston  Banch   •  .••37»555  acres 

Crockett-Gambody  (controls).. ..  .  28, 503  acres 
Tulare  Lake  Land  Company  (controls)10*392  acres 

X08,bl'f  acres 


Also  Qiins  500  acres  of  grapea  in  Arizona  (acoownts  for  1%  of  business) 
Aiiscott  Ltd.  (Australian  subsidiary) 

10,000  acres  of  cottsH  producirfe  land  250  miles  northwest 
oC  Sydney  (approximately  one-serenth  of  the  cojuntry's 
cotton  acreage.  .  . 

Received  some  $500,000  in  I968  from  the  Australian  [jovem- 
ment  in  1968  (as  a  bounty  to  stimulate  production)  to  ,^ 
grow  cotton.  11^1970  the  Compiany  received  $600,000  Vf 

Cotton  ranching,  sinning,  edible  oil,  cattle  feed  and  produpe 

No.  of  employees:  1500 

operation  Notes       '    '  *  ■   '  •  m-  ' 

ASCS  Subsidy  Payments  (t^ZlMZ^XOk) 

1966  j.G,  Boswell  $2,807,633 

1967  J.G.  Boswell.. ^..§4,091, 818 

1968  J.G.  Boswell..... ^3, 010, 0i^2 
_  1969   J*G-.  Bo£weli..*..,^ft^370, 657 

1970    J.G.  Bosw-elL> . . .  .mM9M^' 
.$10,709,634 


Boston  Ranch 

>  BOiiton  Ranch  

Boston  Ranch  ...... 

Boston  Ranch 
Boston  Ranch  ik 


506, 0$1 
458,020 
458,158 
643,006 
677.225 
32,732,470 

Combine  of  53  investors  paid  Boswell' i>l. 3  million' for  a  one-yt?ar  lease 
(1971)  of  the  firm's  cotton  allotments.  *rhey  also  paid  Boswell  to 
farm  the  leased  land.  Each  participant. id  eligible  to  receive  the 
1971  maximum  ASCS  payment  of  $55,000.  In  the  meantime  the  Company 
planted  Z3%  more  cotton  in  I97I  than  previous  years. 

Boftton  Ranch  Co.  ovms  22^,381  acres  which  la  "eligible"  for  federally 
subsidized  water  in  the  Westlanda  Water  District*  As  of  July  30, 
*1970  none  of  this  acreage  wafJ  contract  to  be  sold  as^.excess  land." 
The  Company  also  receives  water  in  other  CVP  ares;  Kakeah  Delta 
6,630  acres  and  Lower  Tule  River  4, 916  acres. 

In t ore onn e c t m c  Dlrp.ctornten 

Safcvxay  Storcn  Jnt;*  (2)$  Security  Pacrific  Nntional  Bml:,  Caterpillar 
Tractor  Co.;  Bnnl:  of  Cnlifomin,  N.A.;  Fibrtsboard  Corp.;  Southern 
Pnclfic  Co.:  KcrrUl  I,ynch,  Piorcc.  r'mn'^r  (t  Si.ilth;  Qnl  'rcp)i,  mom", 
otlicrn*  34 
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KAISER  INDUSTRIES  CORPORATION 

.Kai«ei*.Ccmter,  300  Lakeside  Vr^tt^  Oaklandl,  Calll^miii  9k6ol^ 


Flnanolftl  Profile 

Majfket  Valtxo:  (388) 
Revenues; 

Asfletss  (^57 i 

Net  I>yofit:  (3^^^) 


$326,887,000 
$313f2'*'l,000 
$569,708,000 
I  23,275*000 


Chief  Executive:  Edgar  Kalaer 

Total,  Hemunerationj  $381,000 
Value  of  Shares  Ovmed/contyolled  By: 


*137i877,000 


Physical  Profile 

No.  of  employees^  13,000 

Multinatiorial  wholly  andjpartialiy  owned. facilities  and  operations' 
Western  Hftmiophorai  Only  ^  see  following  pas© 


tnfWHM  •  ^ 

FW  •n4  C*n*4  «>••(  ^ 

i«rf  Mtf  UHTrfiMMd 

rutn  CMTytng  E^uffffltnt 
»fln  MAnkcmAtWlMVAfttf  ScrtMirtff 
Aflri«utK>r«t  »m  CmmfCi^l  RMfbtf^m 
Cwhwrt  an^  Or  «tnp(M'  Pr«¥ucWPtf  9in^ 

F*rf  inf  tMck/Scr*w  MMhM« 
ElMlrtMl  C«fMuM.  Wir*  M#  C^P 

•iTMt  U0ht  3Ufl4«nte/iut  lar 

Ti^imfMM  T*w«f«/W«WiM  Win 
M*W(«  H«n«  Pii>«l«/S4drtbM  Ml* 

Ofn«fMnUI  «huH«rt/tMnt(M 


•  Mtf  MnwiMturini)  i 

PfNiMt  Aflwiwiium  mttUt,  tu^tryhM^t* 
AlmnvnltMn  NHr»t«.  AnwnMkMn  NHral«  Ll^wtr 
0«Mum  AfflfflMiium  NAnM.  Mlxt^  f trtilii*!^ 

(»*Mt.  Ki|uMt«  »m^toif<M),  Amm«ntft 
UliuM  FMd  PrMucU 
Uwn  an^  0«rdM  I^Mty  Ftrtlliztrv 


kMi  Or* 

MtHfnQFkii  ^JU^ 
NM(*1 


- 1 A     ill ■  m^^kj  Mm^^mtmMm 

'Oi«M  Swidi 

iMdat  Aiumlni*  {T*^'*'*  C*ttrHNf.  HytfratH 
Aifliftfroiit  Hyilr*f«n  Flu«H^ 


ftMic  n«lr«c|«ry  Brick  •nt 
PtrkilM«/M«tnMH« 
D*MlMfmid  MHi^HVFtrtday 
Hff  h  Ahmiiui  Ikntf  F»r*cUly  irtck 
nr««l*y  «fHi  Higti  AUwnfni  9Mct«Miei 
tfwuiiurtf  n«frM<«rifir 

DtMl^rnatf  D«l«m«tt 

tpMMty  liMf  panttff 

LwninalW  POfCtiai^'f ruirMl'$t«*l  fdnt'i 
C*f>^  PanclB 
Lwninat*^  AHimtnum  f  ahtic 

Camant  A*ba»laa  Panala 

i^rantkmi  PrWucfi 
StraMiwm  Car^anala 

MMH>lfUm  NiffAtt 

ddkmi  Su»(i(t^(a 


Interc  onnnctlnrr  Direr. torntfts     ■  ^        '  . 

Bnnliamerica  Corw.  (2);  Time,  Ino*;  Bro^idtrj^y-Hale  Storca  Inc.; 
Di  GlorKio  Corp.;  Banlc  or  America  N.Ti  &  5.A.?  Stnndord  Oil 
Of  California;  Wilmer  j  Cutler  &  Piclcerlnr;;  First  Boston 
Corp^  (2)^  Th«lcn,  Ilnrrln,  Johnnon     Bridf^cn;  Consolidated 
Foods  Corn.  J  Itpflnachusottn  Institute  of  Technology  (cotnnunicntionR 
bioPhysicft);  Th£  Now  yorit  Tljittn ^  nmon/;  others. 
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A*lna's  McCormlck  Ranch, 
photnW  ImiuttrM)  park. 
CaUlffcnla 

•t  An*b«ini.  (Mnkia. 

PtimaMotf .  Sicramonio, 
San  Uandro,  South  San 
Ftanchco;  Union  CHy; 
'c/>»mtea/»  at  San  Ltandro; 
fUtKitotht  alMosaUndinfl. 
Nitivktad;  ni#nu/*crurfd 
bvadihg*  »( NawatK:  « 
t9»l  uW*  $n<H$nd 
^Mlopmnt  al  Watlward  « 
Pfop«rtl#»'7htClty;«l 
Ka(«tf  Atlna'i  Katrny  Indualrial 
Pwk.  nartchoCaNfornl*. 
S«.  C«ftltr  Industrial  Park. 
Warn«r  lUnch,  Rancho 
Vtfllura.  AIIbo  Ranch.  San 
Ttmat  Induitrltl  Park, 
Ami«r«on  Ranch.  Bull* 
Famtt.  RanchoSan  Luis. 

r»tiaetorhi  at  Danvtr. 
P1#fMa 

Bhtmtnum  hbflctilngM 
JackaonvHIf ,  Umlana; 
cftmika/a  at  Brookavlllf . 
Mulbarry«  Tampa. 
Oaarfla 

ntumlnutn  ttbilcatlng 
at  Douglaa;  etftnlcMl*  at 
Batnbrktga.  Savannah. 
Hawaii 

d9VhpnfMt  at  Kalaar 
A«(na*a  Hawail-KaL 
nilnala 

9lumlnum  /abrfcaf/ng 
at  Dolloa. 

rawr  mat»rM9  at  Gary: 
ttumlnum  tMbilcatIng  al 
Badford,  ElKhail.  Wanalah. 
Kantuaky 

•lumfnum  labflc»tln§ 
at  l^oulavHIa. 


raw  matarlala  at  Salon 
RouQa,  Chalmatta, 
Qraniarcy«  pioroQ; 
ptlmaiy  aluminum  al 
ChalMalta:  tb9mleal*  at 
Salon  Rotiflt,  Qramtrey. 
Maryland 

•tumlnwn  tabilcaifng  at 
HalathOrH:  ra/racfor/ai  «t 

Froflbgrg. 


fUI(«tIs»IM 

taw  matarhls  at  Purvla. 

fatfAefrhi  fiX  Maxico. 
Ntw  Jtriay 
atumlnum  t$btle$ttni/ 
alEdlton. 
NawYark 

aluminum  tabrlcaUog 
al  SchanacUdy. 
Narth  Carallna 
chamlcHttX  Wilmington^ 
Ohia 

aluminum  labrlcaUng 

al  Balpra.  NfWiflk.  Toltdo; 

cAf  rn/icatei^  Clr^tnnall; 

rf^racror/«i^jC4Mumbianaj-> 

m*nulacHfr*d 

bulldlnga  at  Dalawara. 

Oklahama 

ml0ac«/i/m  labrhaUng  itlTulta. 
Of  agon . 

atumlnum  labtlcatlng 

at  Satam;  raa/ aifala  ar)tf 

land  dwiopmni  at 

Kalt«r  Aatna'a  Port  Wattward. 

Pamwytvania 

aluminum  fabricating 

at  Eria.  LancaataT; 

buHdlng  panal 

iabtlcatm  al. 

PortCarbtn. 


THE  MULtlNATIdNAL  WORLD  OF  . 
KAISER  ALUMINUM  k  CHEMICAL  CORPORATION 


WTMltir-M^  Partlaii/  Own«4  racinilaf  an4  OMralitnt 

(Western'  Hemisphere  Only) 


alumlnurn  labrlcaUng 
at  Brialol.  Portamoulh. 


chfmlcals  al  S4gSpr|nfia. 
Taxaa 

aluminum  It^brkatltig 

at  Artlngton«  Houalon.  Sharman. 

Utah 

oAf  mfca/a  al  Wandovitr. 
Wathkfftan 

tarn  mttartala  at  Spokana; 
prfmary  aluminum  at 
Spd(ana,  Taooma: 
aliimliwm  fabricating  at 
Spokana.  Vancouvar. 
Waal  Vfr  linla 
primary  aluminum, 
aluminum  labrlcaUng 
at  Ravanawood. 


Canada 

ralractorlaa  from  Kaiaar 
Rafraclarlat  Co.,  Olvlalon  Of  . 
Kaiaar  ^umlnum 
.Ch#mical  Canada  Ud.  al 
Oakvilla,  Onlarto:  calaatHa 
from  Kaiaar  Cf  laslHa 
Mining  Ltd.*  at  Pt.  Edward. 
Nava  Scoita:  atronttum 
eornpounda  from  Kaiaar 
Slronlhim  Producla  Ltd.* 
PL  Edward.  Nava  ScoUa; 
laMcUad  aluminum  from 
Kaiaar  Aluminum  Co^ 
Oiviaton  ol  Kaiaar  Aluminum 
&Chamical. 
Canada  L|d.  al 
Scart>orough,  Onlarki; 
Ifort  ora  from  Taxada  Mktaa 
Lld.alTaxada.  Sritlah 
Cofumfota. 


bauMH*  from  KaUar  fiauxila  Company  al  Oiscovtry 
Bay:  alumina,  battuHa  from  Alumina  Parlnar* 
af  Jamaica  aiNain. 


ttbficatad  ahmlnum  from  Kaiser  Alurhink>  do 
SrMil  9  A.  al  lorana;  lntarnalton*l  trading  Uom 
Kalttr  Trading  In  Sao  Pauk). 

Ar|*nllna  . 


tabtlaattd  aluminum  f/om  Kaltar  Atumlnio  S  A.  al 
Buanoa  Alrtt;  rclrnctpria  from  Kklliar  ndraclarlpt.  SA 
al  Rucnos  Aires;  lnlcrn.tt(onal 
Itadirtg  from  KairiCr  Trading  in  Ou<inof  Aires. 


-  1970  Annual  lUmort 
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virron  xmvsTBXta  inc. 


360  North 'crescent  Drive,  Beverly  Hills,  California  90210 

Fln«nol£a  Profile  '  r 

•-         '  •  ^ 

Market  Value:  *599i592,00a 

Bevenuesi  (i^5)  S  2,40i^.,327,000 

^^25)  i  1,93^,012,000 

Net  Prof It;  (101)  5  68I751I0OO 

Chief  executive;  C,B.  OJhomton 

Total  Hemmeratlon:  $167,000 

Value  of  Sheaves  Owned/Controlled  By:     |22,(5l6,000  (common  stock) 

Phyalcal  Profile 

No.  of  employees:  118,000 

MAJOB  DIVISIONS  - 

Business  Machines  and  Syotems  ^  ■ .  / 

Betall  and  Hevonue  Systems 
Typewriters  and  Office  Copiers 
Specialty  Paper,  Printing  and  Forms 
Business  Furnishings  and  Fixtures 
'    Navigation  and  Control  Systisme 

Communications  and  Electronic  Data  Systems 
Marine  Englnejo.rlne?  and  Production 
^Material  Handling 
Snglneerlng  and  Construction 
Electronic  Components 

Electric  Motors,  Power  Drives  and  Controls 

Medical  Products  ,  4 

Educationta  and  Professional  PuMlshing 

Besource  Exploration  ^ 

Food  Products  and  Service 

Atherton,  Stouf f er  Food,  Stouff or  Food  Systems  snd 
.  Stouff er  Hestanrant  &  Inn  *  ^ 

Interconnecting  DlrQctorntea ^  , 

^^^x^i^  Mutual  Life  Insurance}  Banlcamorlca  Com.;  Bank  of  America 
N.T.  &  S»A*J  Wentem  Bancort>oratlrf>n$  Security  Pacific  National 
Banlc;  Pacific  Gns  and  Electrio$  Wells  Fargo  «fc  Co*;  IMlted 
Aircraft  Corp.;  United  Air  Linos,  Inc.;  Conaolidnted  Natural 
Gas  System,  Lohm^ui  Bros.;  Getty  Oil  Co.,  among  others. 
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LUCKY  STORHfS,  IHC, ;    ^ 

1701  Harlna  Boulward,  San  Leandro,  Ciaifomlft  9^577 


yinmifclal  Profile 


Market  V&luet  (30I)  $   W'5t772*000  ' 

R«ronuefl:  (95)  |l,ij^8,715,000 
AM«t»j  .4    275,23^1 000 

Net  Profit:  * (3^3)  :        4  23,475»000 

Chief  Executive:  G.A.  AKe«  ^  . 

Total  Remun^rotlon:  $338,409       ^  >^ 

Value  of  Shareo  Omed/Controlled  By:  $l,9o2,000 

Stockholders t       25,276       12,781,766  average  shares  comon  stock 

outstanding 

Physical  'Profile 

No.  of  employees:  26,000 

^  ■* 

^^28  retail  stores 
252  suTjerwarketa 
70  discount  stores 
28  members^ilp  departuient  stores 


.^2  drug* Stores 


3  ladies  apparel  stores 
3  «portln0  goods  stores 

Lucky,  through  subsidiaries  la  also  Involved  in  an  automotive 

warehouse  distributor^  milk  processing  plant,  meat  distributor, 
'  •  'and  ^eli  packaging  plant. 

Int ere onnec tln;^  Dlrcotorfttes 

Chabot  College;  Dlepenbrock,  Wulff,  Plant  Sc  Hannegah;  Bank  of 
America;  Pacific  Power  and  Light  Co;  Stanford  &  McDonough; 
Donahue,  Gallagher,  Thomas  &  Voods)  Allied  Properties, 
among  others*  • 
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THS  MKWHALL  UUID  AKD  FARKIWG  COKPAWY 


rin^nolAl  Profllt 

Market  Value:  |58,139,O00 

Htti^ueiii  $31 » 127, 000 

AutfUt  1110^276,000  ¥ 

t    wet  Profitei  $  2,850,000 

Chief  Executlre:         '      Thoiwie  Lowe 
Total  Hemmeratlon:  172,^^00 

Mo»  of  Shares  Owned/Controlled  Bj:       3^,632-  •  # 

Income  dliitrlbutloni 

Agriculture  and  CAttl  •|21,957fO00  / 

Land  Sale*  *  $  l«713s000 

t*hynical  Profile  ^ 

Ko.  of  e»ployee«:        500  • 

Subaldlarleit 

Horth  American  Dehydrating  Corp*  White  Inraatiient  Co«,ofmed 

Ranchere  Supply  Co;  exclualTely  by  the  Hewhall 

Valencia  Water  ComtHainy  faMlly,  holda  1,532,000 

Valencia  Recreation  BnterOTlnea,  ino,  aharea  {29%)  of  the  Ooatm 

•took* 

Acreage  -  see  f  ollOHlns  pa^e 
Operation  Noteir 

ASCS  Subsidy  Payaents     see  f  ollOHlns  pa^e 


Intgyconnectinp;  Plrftctorat>!s 

Castla  &  Cooke  Inc.;  yillwon-Plru  Cltjrus  Association}  Ventura  County 
Citrus  Vxchanse;  Sunklst  GroKsrs;  Las  Pasas  Orchard;  Western 
Bancorporatlon;  Pacific  Mutual  Llfo  Insurance  Company;  Pacific 
Telephone  &  Teler;raPh  Co»;  BlGlor/islo  Corp*;  Bank  of  America 
K*T»  &  S»Ai;  Bsnkamerlca  Corp«i  BroadKsy^Hale  Stores  Inc«(2} 
Southern  Pnclflc  Compftnys  California  Portland  Cement  Co,j 
Security  Pacific  National  Bank;  Concord  TV  Cable-5  {S*P#); 
White  Inveatmcnt  Commny;  Brobecki  Phlefser  Hfirrlsonj 
Henry  Mnyo  Nowhnll  youndAtlon,  ftmon/i;  others. 


3f  . 

^         .  -  *  -  . 
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Year  of  . 

Kaing    *  Acqtilsltlon  Acraafge 

sr^-::::::::::;:  Ss""''  ' 
rS^?!!::::::::  S^'" 

Ada-ns  and  Maxwell...     1955-1967  _  a,§00 

Meridian  »1912  5,5QO 

Wilson.  •     1959-I96«f  '^,300 

Sre?:::          iss^  -  moo 

Cowell  ...i..     1959-1965  2,300 

Kendoza,...  •••  .1963 

Wood.............:..  -   1965  -800 

Other    I960   i50 

151.050" 

-  1970  SEC'  Rtporfc 

A3CS  S'UBSIDy  PATHENTS! 

1970   4400,3^7  • 

1969  8258,555 

1968   i23M32 

1967  ......$181,684 

1966  J  74.418 

♦i,l4$  436 


j^rrrlciiltuye  and  Cattle  . 

Of  the  landa  owned  by  tl»  Compony  approximately  50,O00  aora* 
are  under  irrlBation  and  Intonaivo  farming,  85^  of  whion 
are  farmed  in  a  diveraifled  way  by  the  Company*  During 
^  1970,  approximately  30  different  crope  were  harvested  by 
the  Company  and/or  its  tenants  on  its  elx  principal  agrl- 
cultural  properties  which  *r?  scattered  througtout  the 
Sacremento  and  San  Joag.uln  Valleys,     Certain,  landa  owned 
by  the  Company  are  located  in  areas  where  the  water  supply 
is  supplemented  by  federally  financed  reclamation  districts 
An  ample  water  supply  is  expected  to  be  available  for  _ 
current  and  future  agricultural  needs.  '  ^^Approximately  60% 
of  the  Company's  farm  crope  is  marketed  through  agricul- 
tural cooperatives* 
Ranch  land  not  now  uaable  for  agricvature  is,  in  General, 
enroloyed  in  the  Coney's  cattle  operation*     In  1970, 
172,000  additional  acres  wero  leased  from  nongovernment 
landowners  for  grazimj.     Th«  total  number  of  head  that 
were  grazed  during  that  year  approximated  i|0,ooo. 

-  -  1970  SJ3C  ncrort 
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277  Park  Airtnu«?  HtK  XorX,  Htw  York 


10017 


Mmrktt  V«lu«: 
B«r«nutas 

Kit  Profit! 


$a3f000  (ooMMion  utook) 


QptriLtion  yotf  ^ 

3  canntrlti!  oonynrttd  In  1970  from  ■tanonal  to  ytar-round  M«nuf«oturln 
Z  ■•aoonal  proctciiiivf  pl«nti  Ktr«  olotftd  * 

Company  built  »'$3«5  Million  80,000  iiquaro  fttt  B«it*rch  and 
D#T«lopKi«nt  Canttr  In  Pullarton,  California 

Company  amploya  about  500O  people  In  tha  proot««ln«  of  thalr  oanntd 
fooda,  Tajfttable  oil  and  ^srooery  product*  In  aoma  25  major  planta* 

Intarconnactli^  Dlreotoratiifi 

nmaa  Mirror  Corp.j  Bank  of  America,  K.^T.  &  fl.A.i  Pacific  Haticnal 
Life  AeBUrance  Co.;  Crocker  Katlonal  C<3^.t  Braniff  Tntntm.ti « 


SI 
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rK^RION  SIMON  INC 


MIUfONSOFDOLLABS 


SALES  BY  PRODUCT  GROUP 
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COMMUNICATIONS  AND  ' 
GRAPHIC  SYSTEMS 
MI8C0 

McCAULPRiNTiNQ 
TAIENT  ASSOCIATES 


PATTERNS  AND 

PUBLISHING 
McCALLPATreRN 
McCAlt  PUBLISHING 


PACKAGING 
QLA8S  CONTAINERS 
UNITED  CAN 


SOFT  DRINKS  ANCf 
DISTILLED  SPIRITS 

CANADA  DRY 

SOMERSET  IMPORTERS 


IMS  FISCAL  YEAR  1970 


FOOD  AND 

FOOOSERVICt- 
HUNT.WjESSON  FOODS 
REDOI-WIP^ 
SOUTHERN  COTTON  OIL 
S0UTHERNSHELLFI8H 
WAKEFIELD  SEAFOODS 


INTER^COMPANY  SALES 


%  OKNOTf  •  CHANOC  FrtOM  ffllOfl  Wfl 
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-  1970  Annual  Report 
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161  Bast  kZnd  atrttt,  Ktw  York,  Hew  York       10017  ^ 

nmmcial  I>rofllt  V 

Miuckttt  V*luti  *  i  122,958,000 

Htrenut*!  (1^1)  il,136,227>000 

Assfttst  (ft92)  I  531,72iK,000 

Kit  Profit!  I     13,164,000  \. 

Chltf  ExtcutlrtJ  H.  Ablon 

Total  Renuntraticni  $150,000 

Value  of  Sharta  Oimed/Controlled  Byi  4913,000 

Phyaical  Prof lla 

Ko#  of  iMployetat.  W,000  *  ^ 

Dlvlnloiiat  Hital«»  Trana^Hprtatlcti,  Marina  Conatructlon,  Davtlopmant, 
Hocrtation,  and  Tooda 

Fooda  X 
FlaTor  Plot  lnc»     a  Plbprlda-battd  erowar  and  markati^r 

of  fraah  tottatoaa* 
Tillla  Fooda,  Inc.  -  cannara  of  frtxlt,  tomatoaa  and 

oth«r  ragatablaat 
«Maat  paoklnaf  In  Paraguay 

Hot  doga  m  Xioa  Angalfa'  Dodgar  StadltiH,  Kadi6)c*i 

In  KaK  York,  and  Ik^ggia  Dlnara  on  tha  Paolflo  Coaat, 
,   Haaa  f  aiding  aalaa  through  ABC  Conaolidatad* 

Ogdan  bought  Vaatam  California  Cannara  ^ 

Originally  bought  for  approxliwitaly  |7  »llllcm  by  American 
Trannportatlon  Ehtarprlaaa  In  I967  «nd  later  aold  to  Ogdan 
at  coat  plua  $1  alllloh  In  expenaea, 

Interconneotlnja^  gireotorattf 

Allan  4  Co.  (lnr««twent  bankera)  {2)1  PapalCo  Inc*;  Werthelm  &  Coj 
(Inveatment  bankera)  <  Alllad  Supermarketa,  Inc*i  Holt^mann, 
Wlae  and  Shepard  (law)^  Llnkletter  Enternrlaaa  Inc»;  Weatem  - 
Alrjlnea  Xno.t  C  F  &  I  steel  Corp,,  anong  othera*  ' 
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Kiurkttt  VAluet 
BtTtnutiit 
Aaattif 


(151) 


12,1154103,000 
»1/103|25§|000 
14,318,832,000 
I  I66,219f000 


Chltf  SxvoutlTts  Q,L«  SlbXty         '  ' 

tPotai  Rtnuneratlons  |150,000 

y#uo  of  8h«re«  Chm»d/Controlltd  Byt  $154,000 


Salts  (AKTloultural  Power)  3,737»285  KWK 
Btttntitg  (ABricultural  Powtr)  |53t339fOOO 


'^20*6%  from  X9$9 
+12. 5;^  fvom  X969 


Phyglciil  Profile  ,      '  ./  . 

Ho.  of  e»ployeess  '  24,000 
Operation  yotfli< 

**7oo<l  prooessing  —  the  St&te*«  larsei^t  sum- 
\ifaoturlifiK  In  dollar  output        further  ex- 
panded to  iseet  the  B^oytlns  donee tlo  and 
worldwide  demand  for  note  oonvenl Mice  type 
food  products*  HlshllRhtlnK  thla  Drooeeii  >*a« 
the  completion  of  two  new  **iupflr*«oannerle«,*' 
which  are  the  larsent  and  noet  nodem  of  V 
their  tyoe  in  the  world  and  able  to  pro<fe«g 
both  fruit  and  voRetable  crops  on  a  virtu- 
ally uninterxnipted  baaia,^ 

.  -  from  the  1970  Annual  Benort  in  re- 
counting the  acooalimhuienta  of 
PO  *  E  the  prerloua  year» 

Xnteroonncotitti^  nirftctornten 

Bank  of  Calif omia,  N»A.  (2);  Safrway 
Storca  Inc.t  Shell  Oil  Co^t  Bidder  Pub- 
licationa;  Pacific  Telephone  and  Tele** 
Kraph  Co.}rfroc1r«r  Katlonal  CorD*j  Del 
>!ortte  Corp,  (2);  Pillnbury,  Hadiaon  and 
autro  (law)?  FMC  Corp.  (2);  Hella  Par«o 
4b  Co.  (2);  Ccorfila  Pacific  Corp.;  Litton 
Induntrioa  Xnc«j  Levi  Straunn  Co.;  Southern 
Pacific  Co.  5  Western  Bmicortioratlon;  Fore- 
ttOBt  McKo«flon  Inc.;  Del  Hontft  Properties, 
Inc.;  Amfac  Inc.,  awonr:  othorn. 


OWWeOTION  Of  ITOCK  0WH6neH»f 
eyCM«tt(kTVM«or.O«HAi*4kai.1t70  • 

•M14 

17^111 

M7t.M2 

ami  •(h«r  fMMolArtM 

23.410 

•ri)pt«Kl|K*prMMhfpf  i,m 

SMlUMcllruil 

tta.442 

atr 

il.lN 

Lifeline  ^M^M^^Mrtf^fWl 

•  n 

14,1  H 

TtW 

«  1970  Annual  BctOf 
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PACIFIC  LIGHT3:NG  C0RK)RATI0K  y. 

?«0»  Box  600^3  ^  Ttmlnal  Annex,  Lot  An^tlMi  California  90060 


Financial  Rroflle 

Marktt  Valutt  (306)  ' 

HtYanuea:  (258) 

Asaatat  (2if3) 

Kat  ftrofltx  (21.8) 

*Chlaf  ExecutlYej 

TotJal  Haauneratlont   

Valua  of  Sharaa  Oimad/Controlle^  By: 
«^ 

Phyalcal  Prof 11a  \ 
Ko«  of  Sxfyloyaafft  {[OOO 


t  '^l,.099iOOO 
*    675^  3*^2, 000 

|lA59;o35,ooo 
38,658,000 


P.A.  Millar 

1112,000 


$1,200,000 


fwYtef  Compiny 


HmM  fhoppfAO  C#ntor  C#rpora|(on 

fMtflo  0M)«ft  fMw  C«npMy 

IM'^OtrpOTMiM 

(Ml*  h«ni  lM««M  C*mp«ny.  kw. 

-1970  Annual  Raport 


Bao^ant  asrlbuolnaaa  aC(iuialtlona.«*  naa' following  pasa 
Hafiardlng  paatlolda  t anting  «aa  FMC  raport,  ,pasa 

Intarconnoctln>if  Pirictori»tft«         ^  .  #  c  * 

Caterpillar  ^Praetor  Co.;  Dal  Monte  Corp* 5  Crocker  National  Corp.  (2); 
Pacific  tTalanhone  and  tTalegraph  Co*  (2)}  Beklna  Co,t  Bank  of 
Aisarica  N.tT.  &  S«A*  (2)$  Ban3;aatrlca  Corp*t  Cooper,  White  and 
Cooper  (laif)$  California  Federal  SavlnKa  and  Loan  Afliociation; 
Broadway-Halo  Storea  Inc*|  Santa  Fa  Xnduetriaa;  Mutual  of  Ken 
York;  Walla  Farno  it  Co«;  Leslie  Salt  Co*;  Sohllllns  Satate  Co*; 
Glbaon,  Punn,  ^  Crutcher  (Iw);  Pacific  Mutual  Lifa  Insurance 
Co*;  Unibttftmerlca  Cort>«;  Tlmoe  Mirror  Corp.;  Weatem  Airlines, 
Inc.;  Bull,  Field,  Volltmann  ^  Stockwell  (orohltectn) j  Fprcaont- 
NcKeaoon  Inc.  (2);  Allied  Proportian,  imonf;  othera. 
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Agrlcuitur* 


W/p.  Fbwfer  and  Sotii  Cdrporntton 

Headquarte^d  alTerra  Bella  in  the  pro- 
JIUc  San  Joaquin  Valley  of  Catlfornia,  th& 
company  Is  engaged  primarily  In  contract 
seivices  such  as  land  acquisitfbns.vfarm' 
r  ing;  packing;  and  the  marketipQ  of  land 
•and  products  in  Tu(9te»  Kern  and  Madera 
"counties  for  investor-owners^ 

One  of  Fowler's  most  Interesting  and 
profitable  areas  of  J^eration  is  pistachio 
nuts,  and  Its  fuiNc)^e  opera tion^frbm  ihe 
nursery  through  harvesting  find  marketing . 
•  —is  the  largest  of  Its  kind  iri'  the  United 
States;  The  company's  founder  artd  Cur- 
rent President,  Fowler,  pioneered 
development  pf  piistachio  nuts  as  a  corti^ 

mercialiy  feasible,  tree  crop  in  California. 
Because  of  limited  domestic  production, 
most'  of  the  pistachio  nuts  consumed  in 
this  country  at  present  are  Imported  from 
Iran  and  the  Mediterranean  area,  thus 
creating  ap  attractive  growth  potential  in 
th6  US,  for  the  high-quality  California 
variety;     '      .  . 

During  1d70,  Fowler  Increased  the  har- 
vest from  its  grove  bf  mature  trees  at  Terra 
Bella  from  43,000  to  60,(XX)^ry  pounds* 
It  completed  planting  new  grovel  of  pis- 
tachio trees  on  1,440  acres  of  land  near 
Madera  and  ^old  out  approximately  half 
of  llie  acreage  to  private  Investors.  It  also 
acquired  an  additionaL2,000  acres  of  land 
in, the  Madera  area. 

in  addition  to  the  rapidly  expanding  pis- 
tachio operation.  Fowler  manages  prune, 
olive  and  citrUs  crop  acreage  for  private 
investors.  The  company  increased  its 
nrianaged  acreage  of  oranges  by  600 
to  a  lotal  of  3,140  acres  —  all  iri  the  Terra 

Bella  area.  A  small  citrus  packing  house,  ^ 
which  It  owns,  more  than  doubled  its  out- 
put to  600,000  boxes  of  fruit  -  despite 
growing  cbnditionS  whiph  limited  the  1970 
crop.  Fowler  also  acquired  approximately 
700  acres  of  selected  citrus  groves  in  the 
central  San  Joaquin  Valley  in  1970. 

Key  executives  of  Fowler  are  W.  D. 
Fowler,  President;  Glen  Fowler  arid  D.  N. 
Fowler,  Vice  Presidents.  ' 


20  f  irtltwrn^May  T4,T971  ^LttS^mUfflZimilicji 

Pacific  Lighting  to  Buy 
•^lue  Goose  Growers 


BYltON  HEINZEL 


'*  Pacific  Lighting  Corp.> 
liOS  Aiigel.es.  took  'another 
.ste]^  in  dlversificatidn 
phigram^hurVday  with 
the  announcement  that  it 
plans  to  acquire  Blu^e 
Goose  Growers  Inc,/for 
$22,560,000.  .  ,  V-'' 
Paul  Av  Miller,  president 
V>f  the  utility,  ,  announced 
the  plan  pijlof  to  thr  anr 
nual  meeting  In  San  Fxari* 
cisco»  Miller  s a, id  the 
trausactioti  involves  more 
than.  $3.6  million,  in  cash, 
wltli  the  balance  in  notes, 
and  assumption  of  debt 
*•  Included  in  the  group  o{ 
2B  entities  are  10.026  acre» 
^l:  .oi;diard  and  undeve- 
i  aoped  land  in  California* 
Arizona,  Florida  and  Ma< 
lyland^  Also  'included  are 
six  farm  miinagem^ht 
companies,  .12  pa  ckin  g 
houses,  two  regional 
marketing  *t>rganizations 
and  headquarters  facilities 
in  Fullerton. 

.Millet^  said  the.  acquisi- 
tion is  scheduled  for  com^' 
pjetionron  June  I.  \ 

Expects  Profit  Gain 
The  Paciiic  Lighting 
.  president  told  sharcljol; 
.  ders  the  company  expects 
a  2S?o  increase  iiLcai-niiigs 
this,  year  overjwnc  S3S.6 
milliort  or  $2.a'5^er  share 
realized  in  1970. 

Earnings  totiTd  fluctukle 
by,  up  to  40  ceiity  a  shared 
for  the  balance  of  the  year  ' 
due  (o  wcathor,  lie  cau- 
tioned, . 

The  company  is  cng^ijwl  . 
In  govern  1  nnlmal  gir^i^t?- 
^c)*\  c  pi^ijccH?  in  J»  |»*t'i%*  , 
phcrp*\v|(lp  effort  to  oJStiijfnL 
future  suppliVs  iot'" 
mojT!  ih«in  r>l  million  icvf^  : 
-1om('4v<.  -4n..^-t-  n  l  r  n  J^nd— 
Hnuilu'.rn*  Oililojniti,  lie 
Mid. 


^  \Vhii<'goutherA  CaTifoi> 
,nia  doem't'face  thjfi  pros- 
pect .  of'  getting*  in  iihc.  for 
gas>  as  do  uother  parts  of 
[  Uit  country!  sales  of  Jia- 
turat  gas  to  lirge  interrup- 
table  industrial  customers  ' 
such  as  pWcr  cbhipanies 
will 'have  to^he  curtailed 
sharply  '  until:  .deliveries 
from  neyr.  supply  sources 
«begin,.he  said.  •  , 
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■\  PAClFliC}  MUTUAL  LIFE  INSUMNCiS  COMPAHY  .   '       ■ . 
.523  Wfest  .$i:sth  street,  Los  Angeies,  California 

/      Pinan&lal  jprof  116^ 

MafJce^i?  Value  i 
Revenues t 
Assets: 

Net  Projrit:  * 
Physical  Profile 


§  ^6,769.000  (32)* 
%  917,560,195  p3>* 
$       .    3ia,106  (23)* 


*  =s  ranJclHff  here  Is  accord- 
lnc?»  to  F0R!PUJIE  MAGAZIK-:' 
5op  50  Insurance  Comijra^y 
ranicings. 


•No.  of  employ eegir^     1300  ,  -  - 

Xnterconnec1;ih/a^  Directorates       .  -  *  / 

^       .  ■  "        ^  ^   ■  -      ,         -.  ■  .  ■     '  ■ 

Litton  Industries;  Banlcamerlca  Corp»;  Bank  of  Ainerlca,  N.A.  &  S»A.; 
/Security  Pacific  National  Bank,  Carnation  Co. ;  Croolter  National 
Corp..?  Gibson,  Duim  &  Crutcher  (law)?  Pacific  Telephone  and  Tele- 

# '  granh  ( 2 ) ;  Del  Hon t e  Corto ♦ ;  Br oadway -Hal  e  Stor e s  Inc . ;  American 
Telephone..9nd  Telegraph  Co*;  Western  Bancorporatlon  (6);  Getty  'j 
Oil  Co, ;  Pacific  Lighting  Corp.;  Unionamerica  Corp.;  Wells  Fargc 
&  Co*;  PPG  IndustriejR  Inc.;  Griffith  Co.;  Aiaerlcan  Airlines  Inc*; 
Southern  California  Edison  Co.  (5)5  Nevrh^l  Land  and  Farming  Co. 
;  (2);  Joshua  Hendy, International  Corp.  (steamship  operators); 
•Standard  Oil  of  California;  International  TeXmshone  and  Telegraph 
Co.;  Mailliard  &  Schmieden;  Southern  Pacific  CbV;  CyrUs  Mines  ^ 

/   Corp.;  Barker  Associated  Companies;- Western  Paaiflc  Railroad  Co,} 
Yosemlte  Park  and  Curry  Co.;  Stanford  University  (trustee)*  Amfac, 
.'Inc*,  among  others.  ...  .  ,  ; 

PACIFIC  TELEPHOITE  AND  TELEGRAPH  COHPANg 

1^0  New  Montgomery  Street,  San' Franiolsco,  Calif  omia-    9^105  » 


Financial  Profile 

Revenues? 
Asset£^ : 
Net  Profit; 


52,076,283,000 
$5,260,636,000 
$'  200,660,000 


Physical  Profile 
l/o*  of  emplo;^ees; 


98,000 


Chief  Executives  Jerome  W,  Hall 

Total  Remuneration;  $128,333 

No.  of  Shares  Oimed/  Controlled  By  J 

Interconnecting  Directorates 


800 


Beklns  Co.;  Bankamerlca  Corp.  (2);  Bank  of  America  N.T.  &  S.A*  (2); 

American  Potato  Co.  ;^  Stanford  Research  Institute;  Panadgntlal  In- 
.     SUTance  Cov;  BroadtiaVrHale  Stores,  Inc.  (2);  Standard  Oil  Of 

California;  Bank  of  California,  N.A. ; '  Stauff.er  Chemical  Co.;  ' 

Crocker  National  Corp.  (3);  Neif  York  Life  Insurance  Co.;  Pacific 

Mutual  Life  Insurance  Co.  (2) ;  Gibson^,  Dunn  &  Cruncher  (lavr); 

Pacific  Gas  &  Electric  Co.:  Di  Gijorgio  Corp.  -  (2);  Pacific 

LiKhtinp:  Cort)*  (2>;  Security  Pacific  National  Bank  (2);  DUcomm'un,  Inc. 

Aworlcrtn  JPclonhono  and  Toln':rr(Y)h  Co^  ;  Garret  McJSnemcy  II 
.  (^nw)?  Soubhorn  Cnliforni,^  I^rllnOn  Co,.;  V/qsttoi  ?)ttWcorr)orntif>n;        .  ' 

Wov'h^n  Lhna  ami  Fnrmin.":  Cn.,  r\)»onr.  others. 

■  -  ■  :..,Mt ' 
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PURSaC  CORPORATION 


51.01  Clark  Avenue,  LfiOcAwood,  Callfonila 


90712 


glnanoial  Profile  .  . 

Market  V^lue:  •  #200,302,000 
aevenues:  (490)  '  $325,3^3,000 

Net  Prof  it:.  |  ^^,303,000 

Assets;  -^$252,385,000  . 

Chief  ExeoutlVBt  W»Er  Tlnoher  • 

Total  Remuneration:  $1^1,000 

ITalue/of  Shares  Owned/Controlled  By:  $770,000 

Physical  Profile 

If o.  or  employees:  .8000 


Frcslipkt  Foodif  Int»  it  a  producer, 
IMtckcTf  ud  ihtppcr  of  fresh  vcfctcbtcs, 
opcmdas  £a  C»Iif«mli^  Arliocu  sikI 
Colonifld,  Major  coounoditteit  iodudc 
IcttucTf.  asparatu^  cclcr]ri  artid<^a» 
ciiitcIoupc«»  broccoli^  bell  pcppcrt^  cat. 
rots  ««d  ouiooi*  la  a»lupctioa'with 
the  vttttMhlt  operation^  nuiab«r  of 
pcocessIiHt  *w(  Reld  crops  ar^  jpown. 
Mix  rddbauai  *  Soot  and  Tiript^M 
f$tidag  are  cnfi^ed  in  coiuuaMr  pack* 
afZny  and  the  distrlbuiloa  of  Iniits 
aad  vcf ctabtcs  fo  retailcxs  in  mk  taid* 
wtM  and  castiern  seaboard  ams* 
Goualea  Pouto  Coupaiiy  harvests  and 
processes  potatoes  foe  distribution  to 
the  potato  chlppDif  industry. 


KEBRV-KOBSIQ 

|>rddttccs  and  aiaricets  Tcjettblci  ffow' 
•r  aad  farm  snds  thrpu^bout  ibe 
Uiiltad  'Stttcs  a«d  2atenutIo«aUy. 
leadlos  vefetahle  sacds  productd  fit' 
dude:  tomiloes^' picuinber«»  lettuce, 
bush  heaas,  pea^  radZsbes»  carxotSr 
beets,  cderyi  com  aad  csbbaff.  Varl- 
oue  farm  s^ede  are  producad,  such  w 
pasture  grasses,  alfalfa  and  mHo  lulze. 
A  trcflKfidous  variety  of  floivcr  scads  ^ 
arc  produced,  ladud^f  virtually  every 
kind  that  Is  s«flk$eatly  popniaif  lo  be 
markcled  comaAercIaUy. 


Divisions: 
Consiimer  Products 
Grbcery  Products 
Swimming  Pool 
Products 
Chemicals 
Equipment 
'  ;  . ,  "."IndVL&trial 
Drugs  arid  Toiletries 
Altmotl-fre  Engine 
Services 
Aviation  Group 
Industrial  and 
Institutional  : 
Products  Grjgttp 
•Prosser.  Industrieys 
'Aerospace 
Commercial 
Navy  Products 
Royal  Homes  Division 

pT>er  at  1  on  "-Not  e  s  .  , 

Williaun  R.  Tincher,  Chairman  of  the  Board  explains  Purex's  stand 
vis-a-vis  the  United  Farm  Workers  Organizing  Committee  (APL-CIO) 
see  following  page. 

interconnecting  Directorates 

ti^Vf.  Ludlow  &  Co.  (retail  lumber,  fuel  and  real  estate  investments); 
Blyth  &  Co.  (investment  banlcers);  Gibson,  Dunn  &  Crutcher  (law)5 
Santa  Bai^bar a  Bay  Corp.;  Brunavrig .Drug  Co.,  among  others. 


Additional  material  oonceming 
'Agrlculttiral  ProduOts  on  following  page 


SHAltCHOLDEII:  My  conmKnl  concntnt  the  Aitri- 
atkuM  DiyrMm  which  k  the, only  dKUkm  thai 
lort  mow  Wit  yw.  I  don'i  Mhye  you  rttlf/* 
It  but  Ibc  cofitnicU  »lj?ned  hy  Uw  Unilwl  K«rm 
Workers  OtftMhinK  CotnmlUcc  am  Jtlcjw).  Now. 
X  moi9  the  Statf  .Labof  Code,  A«  you  know,  th« 
iMrkcfs  liftve  nothjhjc  to  do  wJlh  wHcHkt  th«c 
ONitrMts  nr*  ^rfjfo^d  or  not,  and  tlxry  opi)o#cd  these 
contracti.  t 

If  Ih*^  cotttnid«  are  voklJd^  ut  tlicy  Ic«alb'  tan 
he,  Purcx  can  make  moilcylit  tlic  atrlcuHiinit  In- 

.dttatry,  V 

.  And  I  will  quote  ilk-  «?ct\i  of  the  CaKfom(a 
Stat*  Labor  Cbde- 


CHAIIIMAM  TINCHER:  let's  asitim«  voti  arc  cor< 
Ikct,  sir.  Can  w«  xct  to  your  questkm?  I  think  we 
hav*  « lot  of  peoiHe  with  questiortt, 

shareholder:  Olcay.  What  X  would  lifct  to  com^ 
mant  on  is,  number  ono^  tins  contract*  signed  hy  . 
Pur«x  wilh  th«  Unittd  rarm  Workers  Qfi'snblnK 
Commlttc*  are  illpifiL  LiCt's  state  that  first  of  aU>~, 

CHAIRMAN  TINCHER:  Let'fmjni«  that  k  correct. 

SHAREHOLDER:  NVliy  did  Iu»^  ^ 
tracts  lit  th«  llist  pUict?  "    [,    .  ^'  ■ 

CHAIRMAN  TINCHER:  X  explained  ibat  In  i^reat 
detail  last  year.  In  essence,  wA.Kot  blackmailed 
into  it  We  kMt  laOO.tXX)  la  agrlcultttral  opcritloitc 
last  yaar.  If  we  had  had  to  fac*  all  the  united 
hberaU  lit  thtt  country.  Ughtinic  Cesar  Chavez, 
sayin)(  we  wouldn't  even  rccoftnlaie  his  Committee, 
we  would  have  knt  about  95  miUlon  in  groceiy 
products, 

SHAREHQLDERt  Wouldn't  It  have  been  better  to 
have  staged  an  educational  campoff;n  to  inform 
pe<^le  around  the  coitntiy  thAt  tms  employees  did 
not  wifth  to  join  this  Organbjns  Cbinmittce? 

CHAIRMAN  TINCHER:  We  studied  that.  As  a  mat- 
ter of  fact,  We  hired  outside  public  relations  experts 
and  we  spent 'hours  arid  Ikkiti  and  hours.  We  drew 
up  position  papers.  We  figured  out  what  a  cam* 
palfifi  would  co«t  us>  ^ 

We  were  pfcpared  to  do  whatever  was  necessary. 
We  found  out  the  £old.,  hard  facts  of  lifei  as  I 
said]  last  year. 

The  srocers  said,  *^e  nmiMthiz*  with  you  but 
we  don  t  want  any  part  of  UFWOC  and  Chavez. 
We  appreciate  your  problems  but  get  these  nuts 
aWay  from  circling  our  stores  and  throwing  our 
merchandise  inside  the  store  on  the  floor.  It's  your 
;  problem." 

It  was  a  situation  none  of  us  liked.  If  we  itadn't 
done  what  we  did,  thouidi,  we  wouldn't  have  been 
inside  the  jtroecry  and  the  dniK  stores  with  |150 
million  worth  of  products  with  nigh  profit  margins. 

SHAREHOLDER:  Now,  why  don't  you  Appeal  to 
the  Labor  Law  Enforcement  and  Uie  Attorney 
General  to  enforce  the  Labor  Laws  of  the  State 
of  California?  "      '  ' 

CHAIRMAN  TINCHER!  Will,  I  don't^know  quite 
what  you  ttt  Mcttfn^  at,  sir.  We  alt  know  thAt 
evt^iv  piece  of  legislation  on  farm  activities  titat 


ictl  ha*  * 
"ore 


has  been  intro<Iuccd  in  this  IcKiilature-^both  hotiscs 
are  conlrollcil  by  one  p.irty— we  know  I* 
pi^ee  of  legislation  lh.it  ms  bct'n  proj 
been  dcfvatcd.  Including  tlw  latest  d 
yesterday. 

SHAREHOLDER:  the  California  St;it(>  Labor  Cd<1e 
applies  to  these  coiitr.tcts  a<:  well  as  to  otiier  t-on; 
tracts.  I  think  A  b{|;  cttrjHiMtion  like  V\\ik%  (^u1<1 
lead  tho  way  to  i)rovidc  frotdoni  for  thcve  ftirtti 
workers.. 

,  CHAIRMAN  TINCHER:  I  can  only  anstTro  yon  life 
Is  Si'ldtitn  bkuk  or  whiti'.  Life  is  M*ldoni  as  it  {tuple 
as  yoti  Urt'  n^kinK  it  M>iiudi  Krniti  ii  lei'al  point 
of  vievv,  we  \\ak^  extreim'ly  wkkI  lejial  eoun^'l. 
Wc  haw  i'xltiiistvd  all  iKMsibililies  itiul  so  far,  as  ' 
a  ri'^ailt.  nothing  has  Iktu  abk'  to  liavu  Ikth 
tte(i)ititdi'>licdi  c> 


3106 


Agriculturnl  Products 

n»c  esUbUshment  of  the  Purcx  Air>c«Iturtl  Ofoup 
by  the  Acquisition  of  Valk^Pgckinf  Company  of  Sah'nii, 
ClUfomIt  «nd  Brock  RjUKhci,  Inc.  of  El  Centra,  Odi- 
foi:n!a  in  I96S  t«ve  a  new  dimeiuion  toFurex^s  conguinor 
product^  opergtions* 

FoDowiflf  the  mimggcrocttt  decirfon  thit  divcrsillcatjon 
into  «trfcuUurc  would  be  a  profitable  step,  a  number  of 
small,  wcU-maAfcd  asrfc"Itural  dpcrationi  Were  acquired . ' 
in  1968  and  1969.  Purex*i  philosophy  in  dcvclopmg  its' 
sirkultwral  operation  has  been  (o  establish  a  widely  diver- 
sified crop  profram,  endeavorins  to  bab»i.c » out  to  con- 
sumer nee^  and  production  schedules. 

As  a  result  of  the  rapid  but  careful  exptasfen  of  the 
p«t  two  years,  the  Purcx  Apicultural  Grouj)  is  opcrat- 
,  ins  profiubty in  the  afdcultural  areasit  oritlnally  planaed* 
It  has  acquired  food  maniigement  and  small  shared  of 
most  of  the  crops  it  desired,  and  it  now  plans  to  consoli- 
date its  position  and  imprave  its  Operating  techniques 
and  eJndency. 

,   On-  lune  30»  J970  Purex  received  notice  of  a  pro- 
poKd  complaint  by  the  Federal  Trade  Commission 
challen^inc  its  acquisition  of  a  number  of  relatively  small 
fresh-produce  conipanies  on  the  jround  that  tlie  nction 
may  lessen  competition  in  the  frcsl)  produce  marl:et. 
Purex  feels  the  chdrgc  is  not  meritorious,  since  its  ajtri- 
cttltural  acquisitions  amount  'to  only  a  minute  fraction 
of  the  produce  business  and  therefore  cannot  logically 
be  considered  as  reducing  competition.  As  of  this  date, 
Purex  has  not  yet  received  a  formal  complaint  fram  the 
FTC  and  Is  working  <with  the  FTC  to  dispose  of  the 
matter  by  a  consent  settlement  without  litigation. 

In  the  field  of  labor  reUktlons,  Purex  recognizes  that 
unions  in  agricultural  production  will  be  a  permanent 
reality  and  believes  that  farm;  worlcers  have  as  much 
right  to  representation  as  any  others.  Many  olt  our  agri- 
c^tural  employees  are  presently  unionized  and  an  effort 
is  now  being  made  in  the  Salinas  Valley  to  determme 
which  of  two  unions  should  reprc^nt  the  field  workers. 
The  company  believes  that  responsible  union  Influence 
is  a  good  thing,  but  it  favors  legislation  to  eliminate 
boycotts  and  harvest  time  strikes,  which  are  unfair  to 
both  consumers  and  farm  owners. 

Despite  the  proposed  FTC  complaint  and  the  cur- 
rent uncertainties  of  agricultural  labor  relations,  Purex 
'  management  believes  strongly  that  its  entry  into  the  pro- 
duction and  marketing  of  agricultural  consumer  products 
was  a  jvj^  move  which  should  prove  Increasingly  profit- 
able through  the  years.  It  is  confident  that  the  company's 
agricultural  operations  will  continue  to  contribute  sub- 
stantially to  profitnble  growth. 


ff  yo«  figure  that  Wc  have  l>cen  rcntlM  fonichow, 
that  thd  U  a  very  lintple  IcMiil  in.it(er,  and  t|i.it 
tltese  contrndx  ean  Iht  (lecliired  ille^rtlt  we  wottkl 
Ctrtitiiily  enlht  yottr  stft>|Mirt  tind  n^k  you  to  av- 
coiupUsh  X\\U  for  ii«,  Wr,  ottr  nrtomey«,  and  tin* 
aKomey*  of  others  wIki  have  been  Invulvctl,  huvc 
not  Im'trublc  to  see  it  .lt  a  sdtipk*  itutter. 


o 
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SAFEWAY  5T0RgS  I»C> 

201  Fourth  Stre^  eaUtPSgrcallfomla  9k6ok 
Financiftl  Profile 

Market  Valuci       {IZk)  t  866^93^1000 

Revenueat     •  (1^^)  J^^, 860, 167, 000 

Asaetst  (315)  4  875,705,000 

Net;  i>rofltt  (100)  $  68,892,000 

Chief  Executive:  Quentln  Reynolda  ' 

Total  Remuheratlorxj     tl 55 1 000  .  ' 

Value  of  Shares  Oimed/Controlled  By:  1386,000 

Phyalcal  Profile ' 

Sub9ldiarle«s 

Cannaa  Gafeuay  Ltd.  (IQO^)  Jkx  Itn  nubnltUorlcn, 
Aun'tr.'illan  Sfifcv/.ny  Ltd.  (90/^^)*  ' 
»    AufjtrnXlrtn  fiafov/ny  Storcn,  Pty.  Ltd*  (IfiOfi^ 
Jacpcr  DAlry  Co.  Ltd.  (lOO;^  ^  *i 
Macdonalds  Consolidated  Ltdt^i^tJ^)* 

Clcarbrool:  Fro?:cn  Pooda  Ltd.  (lOo;^)  f 
Safoi/ay  Pood  Storofl  Ltd*  (90/1)  *  X 
"Cafcvjciy"  Supermarket  Gniblt  (West  Ccr/hany)  (90)^)* 
V/lttGotc  ^Equipment  Loflnora  Ltd.  (100^)1  "  . 
Canada  Safct/ay  Intprnatlonal  PlnanccHJorp.  (100;#)* 

(.KOTE:      In  parcnthofllfl  Indleaten  votlncj  pouor  of  Safeway  Storcn  Inc.) 

No.  of  employeeai  78*000* 

Company  propertlea  -  nee  following  pa^e 

A  90-page  study  of  Safeway  Stores  Inc.  corporate  profile  la  available 
through  the  Acrlbusiness  Accbuntablllty  Project,  1000  Wlsconaln 
Avenue,  IKW. ,  Washington,  0,C.  20007 . 

Interconnpctln<^  Dlrectoratoa 

Castle  &  Cooke  Inc.;  Amfac  Inc.;  Wells  Pargo  Bank*  (2)j  Hewlett 
Packard  C0..5  Owena-Illlnoifl  Ino.j  J.G.  Boswell  Co.  (2)j 
Bank  of  Calif ornla*  N.A.(2)!  Pacific  Gas  d:  Electric  Co.; 
Shell  OIX  Co.;  Frdnk  B.  Hall^^I|3ic.;  Utah  Construction  and  • 
Mlnlnp?  Co»;  Security  Pacific  ^rational  Brnik;  Rlddor  Publications; 
Bath  Induatrlcs;  Gate rol liar; Tractor  Co.  Southern  Pacific  Co.; 
fflbreboard  Corp.;  Cutter  Laboj^atorles;  Kerrlll  Lynch,  Pierce,^ 
Pennor  A  Smith  (2),  amonrr  oth,ir«*'  '    ,  ' 
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\ 

Safeway  Storcn  Inc.  opcratcn  2303  ntorcR  in  tho  United  Statcn 
(1963) »  Conadn  (2(0),  Auntrnlia  (2?),  Unitod  Kinndow  (ifO),  nnd 
Woat  Gorraony  (10),  and  employs  96,760  people* 

In  the  United  Statcn  the  corariany  operates: 
>Z3  distribution  cent crn  , 
12  bread  baking  plants  • 
1  cake  baking:  )31ant 
^  1  coroal  pi^ocooRing  plant 
.  '  2  cookie     cracker  baking  plants      '  * 
3  coffee  roa«tinc  plants  "  . 

1  dreosinc  &  salad  oil  plant  (Riohraon4,  Calif*) 
.,.1  odiblo  oil  refinOTy  &  finished  products  plant 
>  r      (D<5nison,  Texas)  ,      >  . 

fruit  procassinfj,  raargarine  &  dressing  plant 
(Crandview,  Waohinston) 
,  1  household  chemicals  plant 

1  jelly  &  procervcs  plaht  (San  Leandro,  Calif,) 
1  soap  plant  (OaJclond,  Calif,)  *  • 

1^  ice  croaw  plants 

1  instant  milic  plant         ,  ■  •       i  * 
15  Bilk  plants 

3  QRC  candling  plants  . 
3  meat  processing  plants 
19  produce 'prcpackfl£sins  plants" 
5  soft  drink  bottlinff  plants  "  - 

2  ohccse  pre-cut tins  plants 

In  Canada,  throucH  its  sub/ldiary,  Safeway  Store's,  Inc.  operatea: 

3  bread  baking  plants  *  1 

1  ooffec  roasting  pAWt  " 

k  fruit  &  Vegetable  canning  plants 
,  2  frozen  fruit  A  vegetable  processing  plants 

1  Jam  and  jelly  plant  - 
'  3  ioe  croatn  plants-  "  A 

3  ttilk  plants  ^  ' 

3  eg(f  candling  plants  , 

1  cheese  pro-cutting  plant 


ERLC 


51 


60 


3109 


SEAHa  ROEBUCK  AlfP  COMPANY 

303  EaBt  Ohio  Street,  Chicago,  Illlnolfl^  606IX 


Plnanolftl  Profile 

Market  Value: 
Revenuen: 
Aafletus 
Net  Profit: 


(6) 

\i 

(9) 


Chief  Exeoutlre«  G.H.  Metcalf 

d^otal  Hemuneratlons  #3759  000 

Value  of  Shares  0>med/Controlled  By:  4S3f263,000 

Physical  Prbfilir 


No*  of  employees: 


359,000 


Subsidiaries: 
Homart  Bevelopiaont 
Allstate  Enterprises  Inc. 
Allstate  SftVinffs  and 

Loan  Association 
Allstate  Insurance  Co* 


Stoj^es:      Complete  Pepeirtmeni? 
Medium  Size 
Hard  Line 

Cataloc  Order  Plants 
Catalog  Retail  8»d 

Telephone  Sales 
Major  Distribution  ^ 

^   Wa3^ehousos 

^Serxjce  and  I'arts 

Centers 

Interconnecting  Plreotornten 

Bonlc  of  America  N«T«  &  S*A«;  Crocker  National  Corp*$  Commomrealth 
Edison  Co,}  Kraftoo  Corp.  j- Manufacturers  Hanover  Corp.;  First  4. 
National  City  Bank  of  New  Xork  (3);  Quaker  Oats  Co.;  ConilX 
Corp*  (2)5  American  Telephone  and  Telegraph  Co.;  Xnternational 
Harvester  Co. ;  United  Air  Lines;  Royal  Street  Corp. ,  amon;;  others. 
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SECURITY  PACIFIC  HATXOKAL  BAKK  '   

Pont  Offlot  Box  2097,  TenalnAl  Amiix,  Lou  ^eltn,  California  9005^ 
Pinanclal ^Profile • 


Chief  ExtcutlYo:        T.G.  Liirkln  Jr# 

Total  Eemtmeratlon:  |180,000 

Value  of  Shfoje*  Oimed/Controlled  By;  |73,000 

Shareholder* »  2^^,182        17|026,275  arerage  aharea  outatandlns 

Phyalcal  Prof  lie  '  . 

No*  of  California  locatlona:  4l5 
Ho.  of  employeest  15fOOO 

OSie  Bank  received  a  $39,276  ASCS  «ul3»ldy  in  1970» 
Interoonnwctinji:  Dlreotor»teH 

j«a»  BoaKeli  Co.;  Safeway  Storea  Ino^s  Carnation  Co.;  pacifio  % 
Mutual  Life  Inaurance  Co.;  Getty  til  Co.;  Litton  Induatrlea  Inc.; 
Pacific  Telephone  and  Telegraph  Co*  (2);  Ducommtm  Inc.;  Tiaea 
Mirror  Co.;  Santa  Fe  Induatrlea;  North  American  Rockwell  Corp.; 

•   United  Preua  International;  Beokman  Inatruaenta  Inc.;  Brody 
Inveatment  Co.;  American  Airlinea;  Kerr-McGee  Corp.;  Robert 
Dollar  Co.;  Baaiok  InTeetment  Co.;  Lear-Siesler  Inc.;  California 
Portland  Cement  Co.;  Southern  Pacific  Co.;  George  D.  Hart  Inc.; 
Farquhar  &  Helwbucher;  Teledyne  Ryan  Aeronautical  Co.;  Superior 
Oil  Co.;  Iiockheed  Aircraft  Corp.;  Union  Pacific  Corp.;  The 
lAirle  Co.;  Judaen  Steel  Corp*;  Homeatake  Mining  Co*;  Purity 
Stores  Inc.;  O^Melreny  &  Myers  (liaw);  Cyrua  Mines  Corp*; 
Sunkist  Growers;  Lloyd  Corn.  Ltd*;  Southern  California  Edison 
Co»(3);  Newhall  Land  &  Famins  Co*,  amons  others* 


Market  Viaues 

Herenueai 

Aaaet'at 

Net  Profit: 


t  610,805,000 
f  505,802,000 


S3 
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aOUTHERK  cmrORWtA  gPISOK  COMPANY  

P#0.  Box  351f        Angeltt,  Cullfomla  90053 


Financial  Profile 

Harlcet  Value t       (73)  41,300, 516,000 

BeYenuest  (2^0)  ft  720,661,000 

Afieetei  (62)  i3»226, 881,000 

Net  3?rom:  (39)  I  127f^95>00Q 

Chief  Executive «  J»K.  Horton 

Totftl  Hemuneraticns  '  4^150,000 

Value  of  Shareii  Oimed/Controlled  Bys     |78,000  (comnon  stock) 

Agricultural  Hevenueei  #18,871 i 000  +22*1J^  from  I969 
Agricultural  KWH  Salea  Ifl51i937     +25.5^  from  1969 

lfl|sesjb  single  item  on  the  Company  ledge 

Physical  Profile  '  .  ^ 

Kuaber  of  customersi  2,438,58^^ 
Number  of  amployeest  12,000  ' 

Xnteroonnectin/>;  pireotorateg 

Bankamerica  Corp*;  Bank  of  AmeriQa         ^  S.A.rPaoifio  Mutual 
Life  insuranoe  Co*  (5);  Hestem  Bancorporation  (3);  Broadway- 
Hale  Stores  Inc.^(3);  Beckman  Instruments  Ino*i  Security 
Pacific  National  Bank  (3)$  American  Telephone  and  aJelegraph 
Co*;  Del  Monte  Corp*;  Calif omi*  Cot^ton  Oil  Corp.;  Pacific 
Telephone  and  Telegra'oh  Co*;  Lockheed  AlrOraitt  Corp*; 
Carnation  Co*j  Getty  Oil  Co*;  Gerald  H*  Phillips  Inc.  (general 
'  contractor);  Lloyd  Corp.  Ltd.;  Buff urns*  (department  store); 
Ainfac,  Xnc.y  among  others* 


I 
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SOirTHBRK  PACIFIC  COMPANY 


65  Karket  Strett,  San  FranciiJoo,  California  94105 
Plnanolftl  Profile 

Market  Valuer       (I09)  ♦  985,890,000 

RerttiudBt  (117)  $1,272,289,000 

Assetfi:  .      (66)  |3, 066, 260,000 

NeU  Profit:  (56)        1^      »  106,766,00^ 

Chief  BbcecutlTo:  B,F»  Blagglnl 

Total  Remitneratlon:  $190,000 
Value  of  Share*  Oim'ed/C  on  trolled  By:    ^  $105,000* 

» 

Freight  ReTi>nue«j     Farm  producta  $119,34l>000  +4r9ji 

Food  &  kindred  . 
.  produoti  $1^^8,706,000 

Chemloalfl  and  allied 

products  $106,876,000  +6,4;i 

Physical  Profile 

Own  3, 8^5 §969  aorea  of  land  -  see  map  on  following  pages 
Operate  21,206.52  alias  of  track  ' 

Possess  ttlneral- and  royalty  interests  on  another  1,33^17^1  acres 

Southern  Pacific  xiand  Co*  (a  subsidiary     see  following  pages) 
has  about  173*000  abrea  of  land  In  agriculture,  principally 
In  California. 

Huuber  of  employees:  ^1,009 

Comt>anle8.  and  subsidiaries  »-  8ee»following  pagas 

The  Company  has        ownership  (with  Ohion  Pacific)  in  Pao if lo  • 
Fruit  Express  which  operates  over  2600  cars  at  a  cost  of 
$83,000,000.  ^  ' 

In  1970  the  Company  located  529^ew  industries  along  their  lines. 
They  expect  a  similar  grow^S^ate  in  1971. 

ASCS  Subnidy  Payments  and  leased  farm  land        see  following  pages 

* 

The  Southern  Pacif lo  Develoi«nent  Co*  (a  subsidiary)  has  approxi- 
mately $23  million  and  -$2  million  in  canh. 

Inter connecting  Direotoraten; 

Safeway  Storon  Inc.;  J*G«  Bontrell  Co^;  Bank  of  California,  K.A.j 

Flbrebonrd  Corp.;  Morrill* Lynch,  Pierco,  Fennor  and  Smith;  Cater- 
.     pillar  Tractor  Co.  (2)  Bechtel  Corp*;  General  Motors;  Crocker 
National  Bink;  Cynia  Mines  Corp.;  Weft tern  Boncornoration  (2); 
Pacific  Mutual  Life  Innurnnco  Co.;  Lehman  Broc.  (inventmont 
banltcrr:);  IDtl  Corp, r  KMC  Corp.;  Cnlifornia  Portlrjnd  Comont  Co.; 
Security  Pacific  IJation.'Jl  Bnnl:;  Chemic-a  t!ev;  York  Corn.;  Hr^rrl;:, 
Uph'.n     Co,;  Pnoiflc  (l^a  (iz  laectrlo  Cr»«;  (contl<njocI  on  follouinf; 
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tnterconneotinp^  Plrcctorfitea  (cont'dV 

N«w  York  Life  Inaurance  Co»;  Intematlcaial  Telephone  and  Tal- 
erraph  Co.;  Wlllanette  ^ndustrlenj  Newhall  Land  &  Parmlns  Co.j 
Del  Monte  Properties  Inc.;  Tenneeo,  Inc,;^  Assoc lati'on  of 
American  Hallroada,  anions  *  others. 


Leased  Xond  In  I96$t  \ 
Fresno  County,  California  [ 

Glffen,  Inc.       31, 303,11  acres 

Wlsta  Del  Liana-  7fl80. 51  acres 

^    Jack  Harris  Inc»  2,951»26\acres 

Kern  County,  California  \ 
Producers  ,  \ 
Cotton  Oil  Co.     ^,W8.85  scores 

Leased  land  In  1970 

Fresno  County,  California 

Glff«n,  Inc.  21,312*9^  abrea 
Jaclc  Harris  Inc.  2, 951  •26  abres 
H.C.  Reece  2,651*8if  acres 

.^Vlflta  Del  Llama   7,180.19  acres 
^  a  Owned  by  Andoreon  Clayton  & 
ASCS  subsidy  Payments  to  Company 

1966  S.P.  Land  Company 

1967  S.P.  Land  Company 

1968  S.P.  Land  Company 

1969  fl.P.  Company 
«   1970      S.P.  Land  Company      »  » 

S.P.  !Eransportatlon  Co. 


Ket  Profit 
$325,607. 

Net  Prof r 
$  8if„85) 


&  Income 
&  Income 
&  Income 


&  income 


Co. 

31,016 
50,400 
54,917 
1161,068 
\  71, 757 
%  72.404 


$422,231 

$108,505 
$  7^^555 
No  report 


Southern  Pacific  Co.  ovms  78,923  acres  which  la  ••eligible" 
for  federally  cubaldlzed  water  In  the  W^stlands  WatcJr 
District.  y  \ 

As  of  July  30,1970  none  of  this  acreage  was  under 
rooordablo  contract  vlfl-a-vla  the  provlclons  of  the 
160-acro  reclamation  ilawa.  . 
Southern  Pacific  Land  Co.  ovma  30,056  aprea  which  Is  ♦'ollnl^lo"^ 
for  federally  subsidized  water  In  the  Wcatiands  Water  mstrlot, 
A3  of  July  30,1970  none  of  thla  aercago  wan  under 
recordable  contract  vin-a^-vln  the  provinlons  of  the 
*  l60-acrc  reclamntlon  laws.  '  * 

Company  contributed  (S?000' to  California  Governor  Ronald  ;Beagaii'i: 
.1970  primary  eamT5alf;n* 
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agAKniHP  OIL  coHPAyy  op  calipohnia  

P«0«  Box  3'^959  8«n  Pnoiolapo^  Ciaifomla  9^120 


Plnitnolftl  Profile 

M«rK«t  Valuai  (18) 

Btvwittcat  (17) 

AMttflt  (27; 

N«t  Promt  (10) 

Chief  Ex«outlv«  Off lo«ri  0«K«  MlU«r 

^otatl  Eenmcratloni  |250,000  ; 

Vultit  of  3Hia^««  OKn«d/Cont3^11»d  BT^  ^68^,200 

f^f ^eit;  Pyof 


14,623,617,000 
14,187,762,000 
|6,i93t551,000 
I  454»817,000 


Ho*  of  taployccflt 


45,000 


PrlnoipAl  •ub«ldlid:l«ii  and  nffllimtti  -       folXoKlns  pac« 


Und  D«vtlopmtflt 

Ctmroa  iMd  and  0$nhprtm{  Ccmfmy, 
*  MoUldivy,  $xp9n(hd  ptogtmrm  hf  d§' 
vhpmMl  of  ^iftdvd'M  W9tim  U.  S. 


\t\  Mrty  1871,  Standard  oraoltd  ftn  ind«% 
pMdtnt  dtvtlopfn«nt  Qfoop  an  option  on 
ItCacfM  o<  land  in  F«chmond,  California, 

8t»hdmrd  Oil  of  Calif omla 
OKni  306,000  aoraa  of  land 
In  California,  noat  of  it 
in  asrioultura* 


lor «  major  ragfonal  thoppfng  oanlar.  Tha 
davatoptra  plan  «  muMKninfon'doHar  can- 
tar'  wHh.  national  daparfmani  atoraa,  ploa 
1^  malPI|>raa.  Steabit  adfacant  Kraaga. 
hald  by  Chavfon  Land,  wM  ba  appropriamy 

Conduction  WM  alartad  at  B>Saoundo. 
CaNfomMi,  on  tha  firat  hloh>rtaa  offica  buHd' 
ing  and  iHa  improvamania  in  tha  naw  Intar* 
national  Cantar«  a  plannad  oommardal 
oommuntty  with  mora  than  $250  million  in 
potilbta  futura  prolaclt.  Chavion  land 
hofda  a  half  intaraat  in  tha  vantura,  locatad 
naar  tha  Loa  Anpalta  Intamatlonal  Airport 
Standard  owna  ateabla  additional  acraaoa 
knmadlataly  adjacant  to  tha  davalopmant 

Chavron  lAnd  la  Ktfvaly  angaofd  in  tha 
davalopmant  of  othar  major  landholdlnQa 
ihrouQhout  Calllomlii. 


Ot>aratior^  Kotwn 

A9CS  flubaldx  Pnynantat 

1970   |l32,a3? 

1969  #  Jl21,25( 

1968  f  36,230 

1967  i  39,395 


.^ntaroonnaotln^  Pltraotorataa 

Paolfio  Talaphona  k  Talagraioh 
Oct  Bank  of  AMarlon  WS  k  nK\ 
{2)x  BankaMarloa  Corpi  (2)f 
PrudtntlaX  Xnaurahoa  Co«{ 
Stanfbrd  Raaaaroh  Xnitituta 
(2)t  BroadHay<-HaXt  Storiit,  Im 
(2))  Atttrioan  Potato  Co«;  Bl«* 
Giorfilo  Corp.;  Tltta  Xno.; 
Xailtar  Xnduatrlat;  ConaoXl«- 
datad  Pooda}  X  9  Boalnff 
Co»;  Vaatam  Banoorporatlon 
(2)s  Crookar  NatlonaX  Corpt;  % 
Paolfio  MutuaX  i:>if«  Xncuranoa 
Co.;  Joahua  Hendry  Xntar«- 
natlonrtX  Corp.  (uteanflhlp 
opcratorn),  omonff  other a* ^ 
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ftwMIU  Ult'lJUhl I  il I  ( (jf  CAU«)«»M  ......^    •■•  'Vtntnmi^'SXI^ 

rAM»MIO  (TAYiOHf .  INC  ItM   .,,  ,  T  0»«fifc*«i 

pMAMMltiM  WTIMW  COMfANY  (tfH    

OHIVflOM'CHIiNCALOOUfAMVOMI 

CHlVnQM  COMIVtf<V  INC  OMI    

AliyilON  INtCWMtiONAt  OH.  COMPANY  MC  (tMI  > 

'  ^S^Si^^J'S.Z^^^''^**^'^'^''''^    

> -lAitfW^tlVltWN  .  ,  r.  mjtelwHiWf  M 

•OUTHIANDnWtON    •    .  .  •  • 

THEOM-lfWINWCOtt^ANV,/      .  -■■■^  tt$i¥mmtMPt$*»tin$ 

«mtM^DMMON  '  


CMWM  ON  r«t  t'MVAMCM  OOUfMtt  im 

cmvnoN  nrf  i^iNi  OMfMtr  itMi 

OHrvnoN  nriTAiirH  roMTANv  nin 
rNtynuNtiHAircHfOMrANY(tM)   

Mtf  VNON  IIHM>r)N«  C  (A4fM«/ (INI 

CHrVMDN  •TAYK««9  INt'  t>tfl   

«TAM(MW)  NY  (Mf  fOMfANV  iftM)   

MUNIlNOTQN  IH  M  H  ( 4  «irANV  («l 
-  HWCAN  »<4  «<jN4?^  t  lAlfANV  tMl 
^Urm  tINCt.'iMPANViMI   

rTAttuNnrtiWCcOMfANr  nnn 


Ati^^M  N#v#M<^  W^tlh^ff*  J^iifi^ 


CHrvNON  AifHAiY  imtm  am    

(jmmMtHtmM,  ♦tAN*^Ail»«rlO^t90)  

cjmmiHtimimnmiUfH\m  •  

ftnrTtftNC^UM»AllMYrn(tOq   . 

ifiKMNatj«,r<iwrM»iv  iiiNub*      

»MNO  mriNlNd  tM*flD» 

A*rM'f5|<-HrW*0N  «  A  rtfiH  ^  

CMtVnriN  f  H|Mf(  Al  f  AN  AM«  W  AN  COMPANY  (IMI 

iHf  ¥«K<N  iJK.  IMHAMA9  tmrf  n  riwt 

CN(«>M'4lttf*  (."MrAN/f^VtHf j^L«!A{t9l|   

fcH»VN»)Hf**  tAliN  AAHHTA  tNt  nflT"  ^ 
CNIVWON  lttJ«Xt:>l  UjUlfMf  or  COli*»iA 

tM4H§  im 

AIVMHA-W  AW  rH"AN  W  f  r-'Wf ANV 

HMN  Ul If  0«<'A(Jt.  (  C-MTAJif  fIJej  -  .5.  ■  -  . 

CMif  v^!A  C-:t  tt'MfANY  li^i 

'  TAJ irnfi*i<A  r*f  nut  itrnffUttyy  ' 

tJttU>tl^lH(At./Ml<».'f»*'ANiJ3l»J  . 

rmtK^i  cwm^kK  f^TAtr/  n  a  f  m 

f  »W  VT(f  H  HUf  H     M  V  IC-CI 

"rytMn^t '■ist«jf':4#ANy<t«}        ,  , 
ft*  mutt  'i»  jif/..    a  '  «/A«j/  II  la? 

t  t:-<^;  ^«  tf  >  ,  r,  ■■,1      :t.:...'T:-!H  i.'.  i 
tf^^Kj.-     -v.  •?<(:i'v; . 


N««V*«tM<WMVArt^  DC 


V.V  '£>      ■-■'J.'^'-i  'j» 
A(^'i«li(iM^J»  '3 


Nttf«tf;fiA/««  _ 


_  «1)  A.-itf,-.t  .-^'Vj  r*i  -it^  *Ji  i 
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94!L  !lortly  Meridian  Street,- lndlanarioil?t,  Irlai>na 


Fiiianclal  P]^of lie 

Maricet  Valuer  ♦ 
Revenues: 
Assets: .    y  - 
Net  'Profits: 


$102,845>000 
$27^^,640,000 
$168, 5^2*000 
I       302, 000 


Chief  Executive?  ^    /  '       Alfred  J*  Stolceljr 

Total  Rennmeration  r:     a  $8it,502 

Ko*  of  shares  Owned/Con trolled.  By?  20,000 


Physical  Profile 
No •  of  employ ef  s : 


7000 


O^nntd  Foods  DWisIon^Prdceiuor  «nd  distributor  of  tht  Vun  Cmp**  quafity  tin*  of  honHfeMpliiil  canned  foods 
fitdludlno^^  the  number  one  selling  Pork  aod  Bean.,  a  full  line  of  canned  ieaspnat  fruits  end  vegetables  ^old 
6    Under  iheSto^efy^sf/nesf  label  and^rlnks  Including  Qatorede  the  o 

General  offlee:  941  f^orth  Meridian  StreeV  Indlanepotb^^^^ 

.  Operiltk>na:  '  ^    ••  - 


CAUFORNIA/Lodl,Lo»Angetes,  OaRtand* 

Qrovilte,  Oxrlardi  Santa  Cruz 
tDAHO/Emmett :  ;  . 
tLLlNblS/Gibson  Ctty,  Hoopeston.  Rochelle 
lNPtANA/ln0ianapoils,^  Peru,  Tiptgn^ 
KANSAS/Lawience*       -  ^ 
MICHIGAN/Caro.  Croswell»  Hart,  ^cottville  * 


MINNE^OTA/Falrmdnt,  Ukeland  \ 

NEW  JERSey/Trtsntpn*  •  ^  '\ 

QHtO/C^ina.  Curtice^^^NoTwali^Pautdinfir 

feNNESSEE/Newportp^TelllCO  Plalna 

TEXAS/pallaa* 

WiSCpNSIN/Appleton,  Columbus,  Cumberland, 
Frederic.  Holmeh^  Horicon,  Plymouth  { 


*Non*feasonaf  operations  conducted  In  canning  plenU  at  these  locations; 

Frozen  Foods  Division-~Processor  end  distributor  of  frozen  vegetables,  fruits  and  other  producU  which  are  dls-^ 
tributed  under  the  Sfpka/)^f /^/nesf  end  P/cfs^^  >  *, 

General  ofRce:  970  NortH'i^erlfdlan  Street/lrulianap  oils,  1n^ 

Operaliorls:  .  v  •  * 

CAtlFORNIA/Omrd,  Sen  Jose  MINNESOTA/FaIrmont.  VVtnrtebefi(o     .   *  . 

FLORIDA/HalnesClty  r     OREGON /Albany 

INdlANA/lndlanapolis  WASHINGTON/ Auburn,  Kent.  Mount  Vernon. 

..:    •  .  Stanwood,ZII|ah 

:  (oontinvied  on  the  foliowln^?  page) 

Interconnectinc:  Direfctoratea 

■■        '        '•■""^1-  .  V-''  ■    ',  •  ;        .■'  : 

Merchants  N8i&<>iiai  Bank  &  Trust;  Indiana  Canners  Association;  Roclc- 
ford  Can . f' X*.    .  Ayres  &  Co*  ( 2 ) ;  *Ball  Corp* ;  American  National 
•  Bahlc  ^  Trttst;  Calvert  Exploration  Co. American  Fletcher' BanW  • 
(Indlcma) ;  Indiana  Bell  tPelephone  Co. ;  Indiana  Power  and  Ll^ht 
■     C  0  * ;  An) er i can  Unl t edr  ^Lllva  In sii^ranc  e  Co*;  K-B.  Farm?? ,  Inb ., ,  among 
•  -"-others,  ■  •        ';■  '  ■  ■  '■ 


.  Cai^UI  City  Products  DWsterH-Processor  of  food  oHi  to  product  highly  tpoclallzod  products  whicir  are 
Utillzsd  jty  othsr  processors  as  fngredrents.  r  ^ 

6«Mral  office  and  opwations:  525  West  Rrsl  Avenue,  Columbus,  Ohio  ,  *  I 

•  Pomona  Products  Dfvlsloii— Distributes  end  processes,,  primarily  under  the  popular  ^unsAMe  /a6e/,  a  Hne  of 
southern  vegetables:  The  major  marketer  of  PImlem  » 
.  General  ofRce  and  operations:  Griffin,  Georgia  , 

Kuntr  Empson  Company  Division— Distributes  In  the  Rocky  Mountain  end  Plalnsf  Areas  a  lirie  of  canned  fruits 
and  vegeteljfes^aef  the  Ki/nefs  label 

General  of^an^  operations:  Brighton,^  r 

Purity  Mills  DlvWon—Processor  of  unpopped  popcorn  sold  primarily  under  the  ^opeye  and  QettyZmrm  labels 
and  puffed  ^eat  and  rice  with  the  Popey*  label.  " 
General  off^tbixon,  Illinois 
^   Operatidns^.:  *-  /  ^  • ' '    '  *  ^ 

•  minols/Dixtjn 

Indiana/Clarks  Hill     ^  '   .  ,       »     ^  - 

Ohio/Mark>n  \  ^       .  • 


Can  Manufacfuf Ing  Wvlsfon— Manutacturer  of  cahs  from  tin  plate  supplied  to  other  divisions  for  use  In  canning 
foparatlbos*  •  * 

OanWal  ofBce:  041  Korth  Meridian  Street.  Indianapolis.  Indiana  ^ 


Callfornla/LodI 

Indlana/lndlariapolis  .  ^ 
Tannessee/Nlewporr  * 
|innojs/RO;$kford 

tUISIDIARIES 

W.  GfUV^S  &  COMPANY.  LTD.  and  CANADA  FOODS,  LTD.J  Berwick,  Nova  Sc^^^^^ 
Distributors  and  processors  ofe  canned  and  frozen  vegetables  and  fruifa  sold  In  Maritime  Provinces  of 
Canada  under  their  own  labels. 

HAWAIIAN  FRUIT  PACKERS,  LTD.,  Kapaa,  Kauai,  Hawaii  ^  ' 

Packer  of  pineapple  producti  for  sale    and  use  of  the  parent  company* 
STOKELY-VAn  CAMP  OF  CANADA.  LTD.,  Essex,  Ontario,  Canada 

Processor  and  distributor  of  canned  Vegetables  distributed  In  Prairie  Provinces  of  Canada  under  Its  own 
label. 

STOKELY-VAN  CAMP  OF  PUERTO  RlCO,'*Manatl,  PuertoWo 
Sales  Corporatior^,  * 
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SWIKIST  GHOWERS  INC. 
Financial  Profile 

Saleat  #3X4,000,000    ($252,000,000  came  from  the  aale  of 

fresh  fruit  alone) 

Chief  Executive  Officers  Boy  Utke  '  

ITotal  Hemuneratiopt  Not  available  , 

Physical  Profile 

A  non-profit  cooperative  which  serves  8500*  citrus  growers  in 
California  and  Arizona  and  markets  over  70JC  of  fresh  citrus 
shipments  from  the  two  states, 

114  packing  houses  are  organized  Into,  twenty  regional  ■ 
exchanges  which  in  turn  elect  Sunkist's  32-fflan  Board 
of  Directors  ^  • 

Among  the  member s'.'of  Sunklst  are:  . 

Berylwood  Investment  Co,  (Kaiser  Aluminum  and  Chemical  Co.  ) 
Blue  Goose  Growers  Inc.  (Pacific  Lighting  Corp.) 
Giffen  Eanch  (Hussel  Giffen) 

OThe  Irvine  Company  (Irvine  Foundation)  '  . 

Newhall  Xand  arid  Farming  Co.  *  > 

Hanoho  Sespe  (Calif omia  Institute  of  Technology),  , 
S*A.  Camp  Ginning  Co,  / 

"  Interoonneoting  Directorates  . 

Sjscurlty  Pacific  National  Bank,  Newhall  Land  iand  Farming  Co.^ 
Castle  and  Cooke,  Inc*  Valencia  ¥ater  CO#,  Fillmon-Piru 
Cit^rus  Association,  Vehtura  County  Citrus  Association^  Las 
Pasas  Orchard,  among  others-. 
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Financial  Profile 


Market  Valties  ill, 006,678 

Bevenues:  t  3f65^»8l8 

Assets:  $7,302,686 

Net  Prof It:  .  i  1,263,663 

Chief,  Executive  Off  Icet:  HpWardl  fi.  Iieaoh  . 

Total  Remuneration;  Not  Available 

No.  of  Shares  Otmed/Controlled  By:  None 

Physical  Profile 

Map,  divisional  income,  Tarm  CK>p  acreage,  and  year  end  cattle 
Inventoa^  ~  see  following  pages  , 

Oims  290^,000  acres  of  land  ' 

Recently  sold  197  acres  of  table  grapes  for  4l72,653» 

Also  sold  2225  acres  of  irrigated  farm  land  in  Arvin-Edison  Water 
Stota^;e' District  for  $518,866  (all  but  80  acres  of  Hhich  were 
subject  to  the  Federal  l6o-acre  limitation  act). 

Operation  Notes  ^ 

ASCS  Subsidy  I^i 
1970 
1969 
i  1968 

196? 


Stockholders:    1700  ^ 

Common  stock  outs.tanding:       l,2if8,8^^^  shares         (March  1,1971) 
Timea-Mlrror  do*  owns  150, 8^8r shares  (12,8;C)  . 
Chattdls  Securities  Co,  (wholly-owned  by  the  Times-Mirror 
Chandler  family)  owns  63, ii-25  shares  (5.B;t) 

yhterconnectlni^  Directorates 

Times  Mirror  Co.  (2);  Maqulnaria  y  Camiones  (Mexican  farm  equipment); 
^  Olbson,  Dunn  &  Crutcher;  Sighal  Companies;  W.M*  Garland  Co.  (real 
estate  broker);  M.H.  Shermon  Co.;  Ardell  Investment  Co»|  Prudential 
Insurance  Company  of  America  (Sr.  VP);  Weiftman  &  Drelsen  (law)t 
Western  Pacific  Railroad  Co*t,  among  others. 


1180,0^^6 
133,501 
tioIf,255 

kll5,;802 
kl21.096 

j65if,76o 

3121 


PcfCcnloe  PcrCcniof  ' 

Income  Income  Income  ,  Income 

Oil  and  Cos  Income ,    .....    $  376,620  10.3^1  $  433»576  J4.0% 

Other  Mineral  Income  .   .       .   .'     207,568  5.7  178,135  .5.7 

livestock  fncotnt                      .     1.269,128  34.7  *  958,445  30,9 

Range  Hent                                   88,685  2.4  17,580  2.8 

Farminjs  Rents  ^  Revehnes  ,  .   .     1,120,733  '      30.7  872,371  '  58.1 

Cotnmercial  Income                           H2,906  3,1  119^442  3.9 

Interest  tncotne                             377,436  10.3  228,792  7.4 

Water  Sales                                    25,880  0.7  "  89»85l  2.9 

Other  Income                          .        :?5,862  2.1  3  33,801  4.3 

$3.6.*!4.818  100,0%  $3,101,993  100.0% 

Ot^eraVm^  4l  Atlmintstrattvc  Expense     2,843,778  '  2,302,809  -  i 

Operming  Income                            811.040  $.799,184 

Taxes  on  Income .                            309,909    296,938  * 

$  501,131  $  502,246 

Uxtraorilinary  Items ......       762,532  182,900 

Net  income.   ,  ,  \   .  -   .   .  ,    $1,263,663                   '  $  685.146 


FAHM  CROP  ACBKAGE 

IrrfgqfdAcrti   WO  t969  '    1968           1967  1966 

X^otton                                          ,4,406  4,293  4,078  3,523  3,587 

Potatoes,   .   .   .   .    .    .   /  .    .    .     3,759  3,899  3,904  4.3.14  4,529 

Ati^lftr                                             225  .  928  1,189  1,4.14  1,481 

Grain  mui  Miscl  Vezetubles  .   »  .   .    7.061  7,309  ^'8,246  7J.52  .5,365 

Vineyard    ,                                     372  372  r     375            .1.52  360 

Oranses  ,                                        .  501  '  501  373            373  373 

mow   ♦   .   .   .   .   .   .   .   ...     3.517  4,002  2,981  2,267      '  2,666 

19,841  21,304  21,146  19,435  18,361 

Non^lrrlgQtad  Acrts  • 

Witcat    .                                      2,270  2,080 3,002  3.436  2,806 

Barky    .   .   .   >  ...   .     1,981  '  1,194  951           .761  1,529 

Fallow                                          4,873  4,108  3,985    '     3,741  3,795 

9,124  7,382  ^  7,938  7,938  8,130 

TOTAL  ACREAGE ,                         28.965  28,686  29,084     *   27,373  26,491 


YEAR  END  CATa?Lg  INVENTORY 
1961  "  1942       1963      1964_   1965   1966     496?     1968      1969  J9yq 


//m/f'^  .  5.877  7,056  7,633  7,8i;7  8,169  8,956  9,034  9,276  9.798  9;4n 
Sl^S'  ,^  .398.^_.60K  9y^^Jj64^^^^  2.565  ,  2^^\_2;m^J^  5.185; 
//S'.   .   .   6.275     7,724  I     9.538    10.7.14    II. 0H7    U.3)3    12.712    14.779  ;t4..5%- 
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MOJAVC 


EOWAR09 
A.r.  BAVej 


/LANCASTER 


PAtMDAtE 


LOS  ANGELES 


INDEX  MAP 


The  Mraicgic  hKallon  of  Ihc  Tcjon  Ranch  is  apparent  from  llic  map  sliown  alxivc  Willi  excel- 
lent access  provided  by  I'ederal  ;uid  S«;Hc  hijjhways.Mhc  U:mU  is  .in  ch^c  pro.ximily  tu  SonUwrn 
C*alif<)rnia  gr<'>wih  areas,  Intersiatc  Koulc  5  will  csr.ihlish  a  divided  8«ljnrc  freeway  \o  l.os  Ani'c- 
les  and  olhcr  .Southland  coniinunities,  and,  when  (Inishcd  lo  the  north,  will  alford  ihc  mosl  direet 
route  loihe  .San  Traneisco  Boy  Kegion.  When  coniplclcd,  recreational  facilities  of  two  niajdr 
Feather  River  Project  Kc.scrvoir.«;  (J'yrainid  and  Castilic)  will  Iw  williin  easy  driving  raupe  of  the 
Kanclrjp^fWft  as  the  planned  intercontinental  jet  airport  near  Palnulalc.  Since  the  vast  acreai:e 
localcjl^hhin  the  l-os  Padres  National  Forest  is  nnavaihihle  for  private  development.  theTojon 
Uancli  lands  arc  anion}*  the  chi.scst  to  Lo5  Aniteles  that  arc  Mill  tHidevelo|Kd. 
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P.O.  Box  25il,  Houston,  TexM  77001 


yinanolaX  Profile 

Market  Valuet  (58) 

ReT«nueai  -  (kj) 

Aflietst  (46) 

Net  Proflti  (27) 


11,546,312,000 
|2y524,740,000 

r, 343,793, 000 
157,809,000 


Chief  Executive:  N#W.  Praeman 

Total  Henwnerat Ion t  $178,000 
Value  of  Sharoa  Oimed/Controlled  Byt 


$1,358,000 


Phyaloal  Profile 
No.  of  euployeeas 


60,000 


SuBaJLdlArles  -  lee  f  olloHlng  page" 

Temieo'o  West,  Inc.  aa  of  Daoeabtr  3b»  1970 
Land  Oimed  Land  Leased 

California  36:^,540  .33»^98 
Arizona         604,462  486,575 


Total 
396*238 


mm- 


128,954  net  aores  are  devoted  to  Irrigated  ^ 
farm  landa  -  42,020  fanned  by  Tenneoo  while  the  rest  la.  leased 

Haoently  sold  30,000  aores  to  Roberta  Farms  Ino.  for  $15»000,000 
-  see  ollpplttg  on  f  ollorlttg  page  aiid  Page 


AacS  Subsidy  Payments s 

rH.M.  Tenneoo   1970   $l,317t051 

Kam  Co.  Land  I969   974,163 

Kem  Co.  Land  1968  m  669,741 

Kern  Co.  Land  1967   838,130 

Kam  Co.  Land  1966  $  652,057 


Interoonneotlng  Dlreotoratea 

Cameron  Iron  Worlcs  Ino,;  ^oUi?hem  Pacific  Co.;  Association  of 
American  Ballroada;  M^im  Upham  &  Co*  Inc.;  Balcar  and  Botta 
(law)  ;  First  National  Bank  of  Chicago,  and  numtoous  Tennaco 
Inc.  subsidiaries  among  others^ 
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IIMT;  MMMl  «IKM<  M  IMlnll 

Tmmkm**  Cm  YMMm  1% 
TiNHUUtOMV.  W/i)  ' 

i*HtMtrt|witM<* 

— jtrrttturtt 
TnM«r»  tMrrI  (  M^. 

CM*  lMr»)f^  Mrtf,  Ijidl, 


MCLCbMfOHAtlOM 
rw«    to*  (MrttML  tar, 
KKMN  Ct>VNTV  LK)tm  \.X>. 

Vto  Mr  I*  LmhI  M  VM  k  f 
K«OC#l«tAlM;>  MAHOU  UPU  €0. 
C  illfMitM  Al  wwiH,  tae. 


Tmmm  on  «  MiMfftte,  U4, 

Ttnnifil  BuSArmJlSlfty 

T«!kSS  tMttuC  ta«,^' 
TtM>w  VwMWMi,  tae. 


TMMMnMitt*  OlrMM 
C»MfM»ir«mtM.<>Ml 


 MML  V.  A.  4t  Cm  r.«>«l| 


TkNS»4  O  l^ili  ISC 

MVlkrMtJiJJI 

t>rfMr«  V«i4«rfii.lH«,"ll'« 
N«««t««(  HMmmM  i*,i<'494 

VACKACINO  COMrOHAttOH  AWCMCA 

T«MMNN*«  M  Ivtr  iMfi  A 

tM  C*r  Mh  A  Cmmm  IM»t«««  C«. 

SiMrtMr  ■««  sni  ■§!  C*^Jat, 

JXcA»c  cQ...nr 


^.r.CMt  (iWMniift)  rty^.iM. 
OMwirfl*  «  ta*Miri»  Vm* 

^.  I.  CAM  SwUmMmIWII. 


>«KW»MrHl^lBMIK]AKPMy^^^ 

»tmnM*MMilrW,f.A, 

«UI«li 


I  Teinjcco  /lie.  Sells  \ 
;  CaK/.  County  Farms  \ 

,  HOUSTON.  Dtc  S  (AD  ^  nero  aifrkjultural  sttbtiriiiry  «t 
'TtMcf^lBC  4iKl<Mfil  Iwlay  a  BiVertfieW.  Calif,  will  con.; 
,  .ItimllLi aak  vf  M.W.a<tH  U,",;**'* » 

•if  V  .  ...  ^mrman  »mf  pfwidf «l  iild 
Tli«  piirtha»er  of  U»«  raw  irpart  of  *  iK)U*»t(», 

op  OfveJopfd  ami  um^vcl  ^u,,  ^ttHop.  and  WUI»mJ«« 
oDtU    prtptruti   ift   K"n  •  reiylai' b«>iA 

of  McFarland.  calif  putxtm  utxA  pfocfkumK  jilanu. 

'  (toUld  Tlobcrta,  prtiitfcnt  of  itKluiim;:  a  nrw  903  MilUuti 
ttio  iKircliaKtnsfirmJn^jcaird  f^mt)at'l}al(cr;^t(!d 
\hv  tIfvcJoiwU  MfCAzn  wmiia    The  ltou»lfiftl!a»cU  ftnn  ttKi 

ttiUural  n>o  mm*  Ilc;:;blntl(?  frum  m\  and  cai  u»  ftultJtiiuit\c 
,  MarRUlca^Tcnnni*.       Tftv  p.i»ln 


tun  UA.^Hinfa'c::  lor/r 
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1837  South  Vtxitont  Avenue^  I*off  AnK«l««,  California  90006 

Maxktt  Valu«J  .  »35,717,203 
Bairtnuaai  1283,912,035 
Asattai  *65,151>256 
Kit  Profits  %  3,'*33,676 

I- 

Chief  ttx«cutiY«t         Robert  Lurtrtjr 

Total  Htnuneratloni     #77,281.81      ^    ^  ^  ^      ^       uo^         ^  a 

Ko#  of  Bharea  Oimtd/Controlled  Byj  l^l'.9;<  oowaon  atod^c  and  IC^fSjC  prtftrrefi 

Phyaloal  yroflla 

Ko»  of  •aploytoat  39^5 
Sup«rmarlc«tat  .  73  > 

Llqupr-dill  a tore a  5 

currant  property  aaaatas  >'  >.  ^  ^         \  . 

Jaraay  M*ld  Milk  Produota  (26.83^  onnar)  ; 
312,000  aharaa  in  Blue  Chip  Stanpit  Taluad  on  March  28,  1971 
at  A5»600t000« 

Real  pi*opartlaa  being  held  for  aale  with  an  eatlaated  market 

ralue  of  13,500,000*  . 
Smart  and  Final  Irla  Co»  Wholeaale  GrocerPt 
.  Bl-Blte 
Baiiart.  and  Final  Xria  Cot 


42 
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TIHEa  KIHJtOB  COHPAiry 


Tints  Mirror  Square,  Lou  Anstlts,  California  90053 

Markal?  Valuet  (234)  #583,628,000 

H»ir«nut«i  (355)  I48l,8/f5,0b0 

Aaaatii  foo2,18l,0OO 

Hat  Profit;  (282)  |  30,147,000 

Oiltf  totoutlre:  Franklin  D.^Xurphy  - 

Total  Btitunaratlba;  $150,240 

Ho,  of  8har«a  Oimad/Cdtttrolltd  Byi  X500 

Ho*  of  Kmplojrtaai  14,384 

Timta  Mirror  tubBldlarltB  f ollOHlns  pase 

Company  also  omm  alapiif leant  amounti  of  ftook  in  th«MC«3on  Hanoh 

Intaroonnaotiqjy  Dlrtotoratea  ^ 

Bankaaerloa  Corp*j  Batik  of  Awerlca  N.T.  A  5.A.  (2);  Dllllnfihaa 
Corp,  J  Bank  of  California,  K.A^j  Unlonamtrloa  Corp,  (3)1 
Waatam^Alr  Lln««j  Pacific  Llshtlns  Corp.;  Security  Pacific 
National  Bank?  Santa  ?•  Induatrleay  Hepubllo  National  Bank 
2£  ^P*!^  A»«rloan^Airlln««j  North  American  HookKtll  Corp^t 
Chandla  Stcurltiaa  Co.  j  Pan  A»«rloant  Glbion,  Dunn  &  Crutohtrt 
Sl^rial  Conpfmi««j  Northrup  Corpr  W«ll«  Fareo  Co.  j  TOW  Inct 
Hallmark  Cardi  Inc.;  Ford  Motor  Co*}  Samu«l  H.  Kresa  Foundation, 
among  othtra,  ' 


4n 
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NEVl^SBtPERPUBUSHING' 

L0iAf4GEUS  TIMeSLThtLMAnoc^tTimtf 

fMMtn  ntwtpAptrwHh  mora  than  on«  mHlkvi 
MIti  ckcuU(ion.  N  hM  b—n  lh«  hMionli 
lM0«f  in  •dv*ni>ing  voKim«  lor  If  ^bnMCU* 
Uv«  vMft  and  htt  pU>lith«d  ovtr  KO  mMUon 
KMff  •(  advifllting  l«r  lh«  paM  shi  N  hM  a4«o 
M     nMMM  tn  ntw*  and  fMluf  m  lor  Km 
>Mt  17  yMT*. 

NCWSOAY  NtwKtey  K  lh«  Mllon't  l«r9M( 
MikJrtwA  n«w»0«p«/,  wHh  a  (teily  circuMton 
in  MCMt  d  4SSm  A        with  a 
iMg«iin«.r«M  fennat  h  k  publithtd  tvtty 
aNtfrHMn  tMCapt  Suodfty  and  circvla(t« 
^kMvUy  in  NAMM  and  Suflolk  countitf, 
LanoMand.N«wVbn(. 
n€  DAIJLAS  TIMCS  »«IWiO  Tba  DaJtat 
Tuna*  HarakJ,  pub<i»h«d  tvtnlnot  and 
lun<(ay.  hat  a  cKCiHtiion  of  241X)0O  coqtt 
d«4V  •n4l  JtS.OOO  coptM  Sunday  Th«  p*p«f 
rank*  Mwanlh  among  itHi  nation^  tvinwo 
n«wa|>af«ft  in  advamimg 

^iSNGC  COXST  tXMlY  P1C0T  Th«  Ofano« 
^laal  OaHy  aannM  aavan  autwdMn 
cammgn^iaf  a^ang  IN  coatt  ol  Southam 
Cati(o<nia'a  Oranga  County  Tha  waakday 
aHamoon  papaf'a  cifCuMiion  ia  mora  lhan 
40jOOOcop4aa 


BOOK  PUBLISHING 

wmf  N.  ASnAMS.  INC.  ia  Iha  foramoat 
pgbitahaf  o(  aft  booka^  pm*.  and  original 
fraphlca  m  tm  Uri^  SUriaC  wtth  oMicaa  in 
N#iv  Vbrtc.  Tha  NMharlanda.  and  fokyo. 

MATniCW  BCNOen  a  COMTANy,  INC. 
puUtthaa  law  booki<  tmarpraftva  lagai 
iTMHiatf.  and  fom  bookt  on  tpaciatiiad 
awai  of  taw  for  aHomayt  and  accounUnti.' 
Th«  fim)  has  oH\ct%  in  N«w  VorK,  Albany, 
Wiihington,  0  C ,  and  San  FranciKo, 

fULER  *  OCCO  MAHKETINO  Gf>00f>.  INC . 
MonHr>m«ry;  Ahibama.  ti  a  dtract  mail  firm 
thai  publithtt  UwM  lor  hontamaiiara  and 
>»oma  ralffanca 

TH6  C  V  MOSUy  COMPANY  (A  LoOil, 
^^itttct  f  tIarVica  and  icxt  book«  and 
.^Ifr.ali  tn  (t)a  ftclcis  ci  m«dtcma.  denhitry, 
nurimo         l:»o(ooical  sctcnccs 
NtWAUenJCAN  LIftHAnY,  rNC.  NewYofK 
(•  one  ct  {Uc  laigcil  poblnhcft  o(  paperback 
booki  m  the  *«Hid  kialuf tog  Ciflrvtt,  Mentor. 
Stgnct  Ctastics  and  Phtmo  titlca 
NEW  E^^tLQl  I  innAnv,  ITD  .  London. 
J  C»iibu;!>c3  p^ipcilwck  books  and  drJuiMC^ 

iMf  omjiitwi  'Jitrw  coMmwY.  i<ic;iicd 

'  tJ,rJ]ViIlt',  tetnii-.ai".  rn^ilfji  a  m  difi  f  I. 


I 


<oi-ia  datf  markalino  of  raHgioua  and 
aducaHanal  beaka. 

ncwonion^tSHtNo  company,  wuh 

afNcai  in  Naw  MnIc  and  ClavaUnd.  it  iha 
nalknl  largati  pvWiihar  of  tiblat  and  N 
aacand  laroaaTpwbMhar  af  dictionaria*. 

YEAR  BOOK  MEDICAL  POftUSHCRS.  INC4 
CMcaga^  la  a  laading  publiahar  af  yaar 
booka  tn  Iha  fiaMa  af  madlcma  and  danUMry 
eantakwtg  an  annual  raviaw  of  MamaWonal 


FOREST  PRODUCTS 

PUOUSHEAS  n^Kn  COMPANY  hat  plamt 
at  Oragon  City  and  NawtMfg,  Oragon.  that 
produca  mora  than  40  gradat  of  HPOf 
(prknarily  nawtprinOi  and  unbiaachad  tuiphKa 
pylp  (far  uia  in  papaf  production  and  for 
markat  tala)  UKnbar  rn^Ht  M  Tiliamook  and 
MalaHa.  Oragon.  manufacktra  ktm-driad  Hr 
and  hamlack  dimaoflan  kimbar  In  Portland 
Iha  Dwyaf  dMaian  produCM  lumbar,  plywood, 
pra-labrlcatad  homa^vMdmQ  c^mponanti 
and  mukh  tot  landacapa  andoardan  uta. 
Tha  campany  alta  owtm  ISO^  acrn  of 

PUiUflHEW  FOflCfT  HW0UCT5COMPANV 
OF  Wf^SNNGTON,  Ahacartai,  Wt  ihington, 
praducM  plywo#d  in  g  varlaly  of  tiMf  and  a 
divartMlad  Itna  of  panal  producla  and  hard' 
bakrd,  A  nawly  acqwkad  kHnbar  miH  al 
EvaraM,  Wteahinolon,  manufK'iirat  a  variaty 
of  roof  and  floor  dacking  iot  tatidanltal  and 
commarciat  atruckxafl.  Tha  company  ownt 
19^00  acrat  of  timfilnhndt. 

rueusMcns  ro«EST  pnooucTS.  Bumay. 

Califarma.  oparalat  a  kmbar  mill  and  ownt 
approxtmataly  33.000  acrat  of  ilmbadandt 
in  Nonham  California 


OTHER  OPER4TiONS 

Ttlaviiion  ilaltbn  KOfWTV.  tha  CBS  ^ 
Ttlaviiion  Nclwork  aflilial*  of  Trta  Timet 
Hfrald  Pftiiting  Company^  it  Iha  leading 
teieviiKm  ttjiion  tn  total  audtcneo  for  tita 
Datiarrort  Wcxtharca 

CAtKC  TEtEVlJIlOW  ThaTlWi  MiffOf 
Company  hai  thica  obki  tCItrvittOo 
tub:iidtJiiC9  "ItA  ComnxmiCjAptis  Cornpjny. 
Co:ia  McM.  Catifornu.  tUMmmuntcatioiti  - 
Company  oiriomlj;T.if#fsnF)or((jJ,  and 
long  I'Jand  Cabfcvinoii.  nivrrluncJ,  Nvnd 
Vfflk  wiUi  to  oprVatuKt  cyitrtm  Lfnum 
ConnnuniJiPT  )ti  lUxilImn  C.iltlomM  tciiti.il 
Ftmitl.!  iiDd  cjMrin  Kiitg  I'J.iiHl  NrwYUth 


PCfUUn  SCIENCE  POetlSHING  COMPANY. 
Naw^rtKft,  pt^iihat  Mvaapacialty  magazmat. 
AMa/ ScMnca  Afomh^  and  CkMoar  LiM. 
and  oparataa  Kvo  ralalad  book  tHibi.  Outdcct 
Ufa  Baak  Ck>tr  and  F^putar  Scianca  Book 
Ckfb.  A9pif(ar  Sc{4fK9  MonWr.  a  long 
aaiaiMlahad  magtiina  (ar  da-K-yovrtaif 
anthutlaait.  ccncanlrataa  onnaw  praduct 
davafopmant,  avali»attan  and  utaga.  and 
racraatianaf  and  haoiahtid  naadt.  Ot^door 
Uta,lhawarkr«laadin«  A>aga>ln«  lor  outdoor 
apadaman.  ia  davolad  W  fiahtng,  hunting  and 
falatad  autdoar  aciMiiaa 


TnCics  MffWOn  PftE5$.  Ttma*  Mirtor't 
cammarcial  printing  dMaionproducat 
lalaphona  diraclanat  far  communitiaa  tn 
tautttam  CatMOmia.  Phaantx.  Danvafi 
Ua  Vagaa  itnd  Hawaii.  TMP  alto  printi  talat 
pramotton  catalogt.  dapartmani  tkxa  maitar* 
annual  rapodt,  alaction  ballott.  iraval  mapi 
andlawboakt. 


THE  OENOYEIWiEPPEUT  COMPANY.  Chicaga 
a  laacHng  producaraf  map*,  charlt.  global 
and  othar  aducationat  producit,  M  baat  known 
in  tha       of  gaography  and  hittory.  and  it 
atto  a  larga  prodocar  of  wianca  ttudy  a)dt 
Tha  compan/a  audkhi^flMal  diviiion,Oanoy«/' 
Gap^  Awft^Vrsua/t.  producat  aducalional 
ttidaaytlama  tor  clataroom  and  otharuta  , 
THE  K  M<  OOOSHA  COMPANY.  San  ^ 
Catilomia.  tpacialiiat  tn  publicalion  of  mapl 
chartt.  fluWat.  dlf#clo<»at.  and  other  Ifavtl- 
oritntad  public^libnk.  Through  (la  Chfk^htti 
Dtfttion,  Goutha  atto  provtdtt  k/bncalKm 
gukfaa.  charit,  and  a  vartety  oi  oti«er 
tntomtatlon  to  automobila  ten/ica  tla!K)ni 
{r>  Iha      Canada  and  Autir«tta 
JCPPESEN  4  COMPANY  of  Oaovar  It  Iho 
worlds  taadHig  privata  putinher  o!  at  <o- 
naUknM  miormalion  tor  commaiCitJ  aiflmct 
and  tVlvata  and  buttnati  pilott  Its  aero- 
nautical charit  and  diagrams  ara^u:ed  by  . 
most  world  airtinat  and  other  pilots 
SAWDEflSOW  flLMS,  INC .  Denver.  p<oducc» 
audo-vttuat  aviation  ground  schoot  Uaintr  ] 
systems. 

PICkETT  lNOUSTniE0.wiIhh«adqujiiefS  m 
Santa  Oartura.  Caitkxnia.  dfstgns.  msnu 
fKturas.  and  diiliibutcs  metal  and  platlic 
slide  rules,  lemplalas.  lurnics  and  related 
items  lor  tcicniiitt,  engineers,  technicians, 
and  &iudct)^t 

Pl,AH  I KXD  COHPOnATION,  Torrancf. 
CnWwni.1,  ts  ItKi  wofkl'fl  Icadmo  otiwiKictutrr 
01  vfJtti  ,it  r<i«  nmt  UitLt.ii  pun  liirnrj  o{u.p 
rm'Til  utui  Uy  tin-  ti'fluiif  iJl  0W|*'"C''  irwUi  '»» 
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THAKaAMKHICA  COHPOBATTOW 


70X  Montgo««ry  «trMt,  S«n  rranoliicoi  C«llfoml«  9*111. 

^£4^  Sxtcutlrt:  J.H.  B#(*ttt 

Total  R««untrAtlc3iix  $165^006 
V«lut  of  Sh«r«i  OKixid/Controlitd  Byt  #676,000 

H«T«nu«  5our6t»  -  att  folloKlns  |>«s:t. 

?hyalcal  grof ila  • 

Ko»  of  »plY>3retst  2Jt^,000  , 

Major  TranaaaaiMca  aubaldlarlea  and  aarrlota  -  .ata  f ollowln«  p^a 
AC(iulred  Lyon  Van  and  atora^a  Company  pn  JUna  18,  1971* 
Oparatlon  Kotaa 

°''''co?po?itl^S,^"'"^'"°*  (*  tubaldlary)  omia  atook  In  tha  foUoHlng 

dSS^CWo.!  39,170     Banka»ama  25,000 

DOW  unemioaX      , 3,600       <Saara  Hoabuok   28,000     aaourlty-Pao  i^olooo 

Lucky  storM      30,900        TlBBt  Mirror     30,000     a.C.  Edlnon     55  000 
^Aa«rlc«n  T»l«phon«  •nd  TBltfraph     20,000  ^ 

Interoonneotln*;  PH^ector^ttw 

^•^f  M^?«i2*M      Vn'^i'  N.K  York?  ColBtry,)D.vlir,B.mi<»tt,  L.on«rd 

S?iS!%P'"*2'„?'^."''"*«'  ^'"'P''  SUtsi,  StewHhlp  Co.  J  Knob 
picm^'LS^'oSK'"^  *  Co-v^^l^-riity  Of  th. 
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i   INSURANCE  SERVICES 

PlAKCIAt  SERVICES 

Tr«nramerloa  Financial  CorP# 
Tran«amerloa  Financial  Corp.  of  Canada 
Pacific  rinonco  Loona 
Tranaomerlca  Cofunerclol  Corn. 
Tranianejfiea  Credit  Corp. 
Trannamerlca  Car  tttxninr, 
Transaaerlca  P\md  Mwaneacnt  Co.  , 
Transamarica  Fimd  Saloa  . 

LEISURE  TIME  SERVICES       .  .  ^ 

EDUCATIOHAIi  SERVICES 

MAKUFACTURlNa  .  • 


REAL  ESTATE  SERVICES 
Tranoamerlca  Tltla  Insurance  Co« 
Trart^awarlca  Real  Eatata  Tax 
Sarvloa 

Tranflamciflca  Relocation  Service 
Banker a  Kort^are  Co.  of  Calif.  • 
Trnniaaerlca  Mort^o^^e  Advlnora 
Trannnmerlca  Devclopiient  Co. 
Tran«(^erlca  Ho»ee  Co. 
Hoblle  HoUfllns  Environment:: 
Trana-Land  Co. 
BUSINESS  SERVICES 


ntVENoesoufKiM  two 


»   909%  UiaM  liME  SCKViC($ 
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BOX3X00  TirMliml  Aimtx,  Log  An««lt«,  CAiifoml* 


lltY«nutiii 


(81) 


l210,*587,OOO 
.Jie5,915,O0O 

i  17,139-,  000 


Tot«a  RMiuntrittlonr  -  |l47,000 
Valu«  Of  ahartg  OHn»d/Controlltd  Byi 


♦1,530,000 


tfO«   of  ftMployttSI 

Official 


^000 
28 


COMMCHOALyAhnCINC 

MORTCACCiANKlNC  *  ^ 

H«MtOf»M) 

WMC  Dfvttor*liMr  CmtMn,  U«  Afii«l«f,  C«Mf*mU 

fwCTTACAAIVfOIIII  «' 


totn  Portfolio  ooiip«n»ationt 

ComtroUl  7^,2% 

Btal  ]SgUti  15.9^ 

Contiiuiftr  9  #9^ 

Othtr  ytal  tttatg  owntd  ^  #5,529,000 


AlTXAKAt  AND  VALUATION  $IXVKI%  , 

MaMHAU  AW  fnVIKI  iMCOHrOIUTMl 

COMnntRANDtNrORMAtlONKlLNCU 

UwMAMtKKA  COMrVTtH  CMtrMAnoM 
.  im  SmIIi  H«fi  9lr*ct,  Lm  Aii|«)««#  CAltr<Kftf|  MtlS 

CoMvnt  li^rConroMTioM/  Lm  AiHi«(«f/C«lU»rnl« 
KCAL  ESTATE 

UHONKfAKO 


HaKKMI  iNllMANCt  COMPANY,  Lm  Aim«fM>  dfiftfflU 

%mh}M  \HWkMKt  CoMrAMY/  KffW  Y»f k«  Ntw  YmIi 

■  ■     ■  - 

Union  Oil  Company  of  Calif omlAi  Dl  Oiorglo  Corp.  :  ttailon  Oil  of 
Cnnnda,  Ud»i  Pacific  tlffhtinc. Corn.;  Ti»efi  Mirror,  Corp.  **3,{ 
Wofltern  Air  Llneo  (2rj  Pnoiflc  Mutual  Life  Inauranca  Co.?  South- 
ern California  Ediaon  Co.;  Pan  Amarloanj  tRW  Corp*?  Motion 

^^5f?,?r*^^2^i?'^''^?^  W<»y  Daoartment  Storco 

Co.;  Millllren,  Kohlraeior,  ClarJc,  0»Hftra  {law)t  Metrotjolitin 

^»«!?^"M^2f^;'/"*®^i^2"  ^^2^"^  Corp.?  Hoat  Intarnationnl  Inc.; 
Xpunf:»a  Mnrkot  Co.;  Amfnc,  Inc.,  mmr.  othern. 
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UNITED  BRAMDS  COMPAlJlg' 


-Zk$  Paric  Av-eimej  ITew  Xorlc,  N.'  IC*         10017    .  '  _ 

PliiancliBtl  Profile  "    -  '  »    .  . 

-Hscplcet  Value:  $177,768,000  \ 

fievenues:  '    '  (108)  4l,395»70^f^OOO 

Assejfst     -  (258)  "  |l,090, 017,000  . 

Profit;  ^  '            $  -2>091»000 

Chl'^f  Executive:     '  E,  M,  Black*  v       '  :  . 

Total  Remuneratton:  $173,000 
Value" of  Shares  Owned/Controlled  Bys 

Physical  Profile  *    r       ^  # 

No,  of  Employees:  '  73f0P0  .  »  ; 

United  Brands  Co,  (United  FrulS  Co.  and  John  Morrell  &  Co..) 
subsidiaries^—  see  f olloTfihg  pafee^ 

Uhlteii  Brands  started  i'nterHarvest  by  buying'  th^  Demco  Paims  arid" 
■     Earl  Myers  Co,  in  October,- I96B.  A  inonjh  later  it  bought  up 
0  Nunes  Bros,  of  Calif  omla,  Ind.  and  Toro  Farms*  In  19o9  Inter- 
Harvest  apQulred  the  certain  assets  of  Peter  A.  Stpllcjj  Co.,  I»p 
Jero^  Kantro  Enterprise;  Salinas  Valley^i? Vegetable  Exchange;  * 
Cons^ida-fced  Grower^  iricv.  and.  the  stoclc  of  the  Monterey  County 
,  loe  MfiJ  Development  Co.  * 

Operation  -Notes         '         *         T  o 

in  3.970  Interharvest  r^ecelved  a  $23,311  ASCS  subsidy. 

rtiritercbmectln  -      -    ^    ^     -  - 

^Missouri-  Pacific  .Hailroad  COi ;  JVinerlcan  l5ual  Vest  Fund  Inc. > 
.  /  ;  SherwoM  Cotcp.;  American  Research  and  Development  Corp.; 
"  v.  aeorge  D.  Ruper  Qotp.;  Welsh  Grape  julae;  General  Corp.^f 
^     '  6hio;  Paine, 'Webber,  Jackson  &  Curtis .  (inv^estment  barilcers) ; 
■     John  Hancock  Mutual  Life;  Firfi^t  Natlonaa  Boston  Corp;  S.D. 
Xunt  &  CO.  <  investment  4>arilcing^)4-j:oh^^^ 

Robert  Johnston  Corp.;  Goodwin  Proctoi*TSSHoat  (lavr),  Condec 
Corp.;  Bemgor  Punta  Corp. ^  Lone  star  I^  Wells  ^ 

Television  Inc. ,  ^orig:  others^;  ' 


'  WELLS -yXgOQ  AUD  COM]^ANY€:y 


KOv  Box  5f*35f  San  Prahclsco,  Calif  ornia  9^120 
Plnanalal  iPrOf  lie 

Marlcels  Value!      '  ,(3^2)^  *  388,056^000 

iHevenuesr          '  '    (39^)  L  ' 

:  Assets:                     '(30)  $6,225,566,000 

Net  Prof it:               (257)  %      32, 731,000 

Chief ,  Executive:  Blchard  CoOley 

Total  Remunefatloni  |177,000  _ 

Value  of  Shares  Owned/Cogprolled  By:  ^86,000 

Physical  Profile 

No.  of  Employees!  11,000 

Subsldlarless  .  /  /.  i 

*c  /^ells  Fargo  Invfestnftnt  Fund  (45^6  ovmer) 


.     V      iiavestj^entl^in  19  counties  totaling  nearly  $6; 5  million 
S  ^^apital  base^ -  07.2  million  . 
^  • ''-""^llverage  investment  -  $34'5,000 


1 


iteliwo  Data  Corp.  (wholly-owned) 
...  V'.   IS'ovldes  systems,  programming  and  computer  service 
'4     \/eils  ^•argo  Securities  Clearance  Corp. 

'  New  Xork-bAsed  it  handles  stoQk  and  bond  clearing 
■     f  < transactions  for  banlc  and  a  limited,  number  Of  out- 
,     .     "^-tftside  customers, 
vWellscm'  Real  Estate  Wanagement  Corp. 

*      advisor  to  a  real  estate  Investment  trust  organized 
'    by  Wells  Faa^go.  / 

Interconnect ing  Directorates  ^  » 

cifltXe  &  Cooke  Jn<^,  .(3)?  Hewlett  Packard  Co.  (2);  Del  Monfe  CorP*  (2); 
Safeway  Stores  Inc.  (2);  titah  Construction  and  Mining  Co.  (3)  ;  Owens-^ 
Illinois  ino.;  Stanford  Research  Institute;  Consolidated  Poods;  Heller, 
Ehrman,  White  and  KbAuliff e '(law) ;  FMC  Corp.;  Pacific  Gas  &  Electric 
Co.  (2) J  Georgia  Pacifi6  Corp.?  Litton  industries  Inc,;  Mutual  of 
New  York;  Pacific  Lighting  Corp»:  PPG  Induatriesj  Pacific  Mutual  Life 
Insurance  Co,  (2);  Mailliartt  *  S6hmiedell;  NprthrUp  Corp.;  Times- 
Mirror  Corp.;  Industrial  Indemnity  Co.;  John  Breuner  Co.;  Thelen, 
Marrin,  Johnson  &  Bridges  (law);  Transamerioa  Corp*;;  Firestone  Tire 
and  Rubber  Corp.;  Flood  Estate;  Caterpillar  a?ractor  Co.;  Bath  Industrie j 
Frank  B.  Hall  &  Co.;.  Stanford  diversity  (business  administration^ and 
trustee) (2);  Levi 'Strauss  &  Co.;  Ford  Motor  Co.;  Cabot  Corp.;  Rice 
Growers  Association  of  California;  Ampex  Corp.;  Bipbeck,  Phlegcr  and 
Harrison  J[law) ;  Havraiian  Aiirlines;  Hawaiian  Trust  Co.,  Ltd. ; 'Pacific 
Lmber  Co.;  Pope  &  Talbot  Inc.;  Watkin-a     Johnsoti  Co.;  General 
EXeotric  (2);  University  6f  the  .Pacific;  University  of  San  Francisco; 
Pima  Minlnf?  Co.;  First  Security  Corp.;  Chyroler  Corp*;  Western 
Pacific 'Railjpad  Co.;  Yosefnite  Park  &  Curry  Co*,  among  others* 
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WESTERN  BANCORPORAyiON 


P*0.  Box  5^068,  Ijon  An«elefi,  Callfomia  $0054 
Financial  Profile  *  f 


KftTket  .Value  t 
Revenues r 
Aqsetst 
Net?  Profit! 


(127) 
(149) 


860,776,000 
760,987,000 


Chief  Executive:  F.L.  KlnaT. 

7otal  Remuner4^Xpn:  ■  $120,000 
Value  of  Shares  Owned/Controlled  By? 

Physloal  Profile 


,222,000 


*575» 000 


No'.  Of  employees: 
Banklnff  offices: 


23,000 
654 


Westenu.  'Bancorjwadon  c^ffilUited  "Banh 


First  National  Bank  of  Arizona 
Southern  Arizona  Bank  andTnutCouipany^ 
CAUrORNiA  ■  • 

United  CaUfomia  Bank 

COLORADO  • 

The  American  National  B4nk  of  Denver 

Continental  National  Bank 

Hie  TJrit  National  Bank  Ja  Fort  CblUna 

IDAHO 

lank;  of  Idaho 
'MOfffANA 

Bank  of  Glacier  County 

Hie  Coorad  National  Baiyk  of  iCalispcIl 

Montana  Sank 


TsMlAmtt 

MMCktlwtftt 

$Mot,5ff,935 

*«M7li53l 

tt,'794ASi 
37i»57i39<  ' 


NIVAPA 

lanko/Netada  / 

nifc  National  Bank  ol  Nevada 

MCW  M£X)CO 

Bank  of  New  Mexico 

Pint  State  Bank  at  Gallup 

New  Mexico  Bank  andTnui  Compaa^ 

Roawell  State  Bank 

|5anuFtNationalBanfc 

OREGON 

Brat  National  Bank  ol  Oreton 

UTAH 

Walker  Bank  &.  l-ruat  Company 
WASHINCTOM 

Pad&e  National  Bank  ol  Waihlntton 
WYOMiMC, 

First  National  Bank  of  Caspar 
Tht  Pint  National  Bartk  of  Uramie 
The  First  i>l4Uonal  lank  of  Rivcrton 


I<4437,l7< 
«77*3I9.<9I 

tto^Myy 
a4,<30,<9< 
44,7«3,«i5 
•  »M03,7«i 

l,934^rt,97t 
3»OM7»,t>« 
77l«iM,740 

37»33«,315 

3I/)l3,tOl 


In t ero onn eo t In R  tPlreotorates 

Del  Hon  to  Corp*;  Broadway  Hale  Storeys  Ino»  (3);  Avsrloan  telephone 
and  Telesraph  Co»;  Pacfflo  Mutual  tlfe  Iniurance  Col  (6)5  Litton 
tndustrles,  Xno,;  Joshtia  Hendy  International  Corn*  (steamship 
operator^);  International  TelcDhone- &  Ttlesranh  Co*;  Standard  Oil 
of  California  (2);  Southern  Piiblflo'Co*  (2);  Cyprus  Mines  Corp*; 
Southern  California  Edison  Co*  (3)?  Boelns  Airplane  Co#;  Berp;er, 
Brlff^^s  &  Co.;  Mutual  of  Kew  York;  Nevraont  Mlnlns  Corp.;  Paolflo 
Gao  &  Eleotrla  Co*;  Pacific  Telephone  &  Telegraph  Co»;  SkocRs 
DruR  Centers;  Willamette  Induntrles;  forortoit-McKesson  Inc*| 
KcHhall  Lnnd  and  Parmlnc  Co»,  aiiionf:  others* 
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Wg3a?GATE  -  CAUFORNXA  CQRPOHA.TION '   

Suite  .900,  United  States  National  Bank  Building,  1010  Second  Arenue, 
San  Diego,  California       92X01  , 


Financial  Profile 
Market  Value: 

BeTenuesj  i-"^r»^^7»iii 

Aasets:  421^,776,000 


♦32.982,000 
klifl,6&2,00O 
l2l'f,776,O00 
\  2,8^1,< 


Net  Profit!  ♦  2,8iH,000 

Chief  Executive:  C.  Amholt  Smith 

Total  Hemuneratlon:       Not  Available  , 
Ko>  of  Shares  Owned/Controlled  Byj    2932  Clasa  A  Comaon  Stock  ««d 

•  *  .  1,600,000 -Clasa  5  Common  Stock/ 

r phyftloal  Profile 

No.  of  employees:  50^^ 
SubRldlarlesJ  '^Z 

\  •  s  .  .  • 

Ali  California  (8i;C  owned) 

~  Intra-ctate  carrier      ^    ^  . 
Golcottda  Corp.  (20<  costing  $7 .8  million)  n  1.* 

-  atalnleas  steel  food  service  equipment  and  liquefied  gas  regulation 

-  owns  2500  acres  6f  ilUdeveloped  mineral  properties  In  Idaho 

-  owns  700,000  shared  of  Heola  Hlhlng  Co.  -  largest  U.^.  jxroduoer  of 

sllvep 

Tellow  Cab  Co.  '        ,     „  «  1,.  n« 

•  -  L.A.,  S.P.,  Oakland,  Berkeley,  Alameda,  San  Jose,  Daly  City, 

Beverly  Hills,  Burbank,  El  Segundo  and  Palm  Springs. 
Alrporllranslt 

-  Qlrport  bus  service  In  L.A.,  Oakland,  San  Jose. 
Westgate  Carlbe,  Inc.  ^  «^ 

*  $9,000,000  tuna  cannery  at  Ponce,  mierto  Hlco  ' 

-  other  canneries  at  flan  Diego  and  Terminal  Inland,  L.A.  ana  a  . 

new  one  under  construction  In  Hairfmond,  Oregon. 
'  Pet  Food  (Mlnl-Blts)  ...  ^mL^^::' ■ 

-  ocean  fish,  salmon^fjiavor  aAd  seafood  djLnner  ^ 

{Southland  Produce  Co.  ■  ^  ^  ' 

-  growa,  processes  and  qtetrlbutea  food  and  produce 
Wefltgate  Calif twmla  insurance  Co.  . 

Wedtgate  Plaza  Hotel  In  SanQlego 

Westgate-CallfomlS  Realty  Co.  -  ^  *     .  .       r.^  u     «  • 

-  In  a  joint  venture  a3re  building  a  $50  million,  78  acre  shopping 

center 

Sold  a  large  cattle  ranch  to  Hoberts  Farms  Inc.  -  for  details  see  - 
following  page.  ^ 

'J-  :  _  \    '     "  ■     ;  ■ 
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^  NOT£  4*--S«f«  or  cma  ranch; 

;    4Mtt  prfor  to  OtCf  mb«r  31,  t969  «  Wcitgat^  tubt I- 
•diary  owntd  a  catlMl  ranch  ot  approximattly  12,000 
»crtf  fn  Ktrn.  King*,  and  Tulart  CountJtt  \ti  Califor- 
nia whjch  a  had  acquired  ov#r  mort  than  an  tfflht 
y#iir  ptriod,  Ai  of  Dtctmb«r  31, 1069,/ luch  »gbtidi- 
.  iry  told  1,040  acrts.  of  tht  ranch  for  $1,560,000  to  a 
^porporatfon  controlltd  by  Mr,  M,  J.  Cotn  (>««  Nott 
^2),  rMUltlng  in  a  o«ln  of  $1,039,000,  During  1970  luch 
WMtgatt  <ub»idfary  told  2,140  acrtt  of  th«  ranch  to 
Ktrnvfllt  Brokerage  Co,,  a  n«wly  crtuftd  corporation  , 
controlltd  by  Mr,  M,  J,  Cotn,  Th«  talM  prica  wn 
$3,210,000  (rtctivtd^m  full  at  th#  timt  of  s«l«)  on 
which  th«  Wtstgata  lubtldfary  rfcofdtd  a  gain  of 

$2,079,000, 

t  .        -      It     ■  • 

In  Otc»mb*f  1970,  wch  Wattgatt  subsidiary 
tramftrrtd  for  a  purchaa*  prlca  of  $12,54^00d  tha 
rt malndtr  of  th#  ranch,  tht  Improvamtnti  lharaon, 
and  tha  ralat#d  cattla,  macWntry  and  tquipmant  to 
thrta  nawly  organlzad  Wattgata  lubaidlarlaf*  Kinga- 

•  burg  Oil  Co.,  Strathmor*  Catila  Ca.  and  Woodlak*  ' 
i^armi.  To  financa  luch  purchaia,  th«  thrtt  newly 
organlzad  iubtldiariaa  borrowed  from  tha  United 
Stataa  Natlorwl  Bank  an  aggragafa  of  $6,125,000 
and  racflvad  Capital  contribution*  from  Waatgata, 
A*  of  Dacambar  31,  1970,  Waatgata  aold  all  the 
capital  flock  of  the  thrae  newly-organized  lubtl- 

^farlta  for  $3,195,000  to  a  corporation  (owned  by 
an  Indapandant  real  aetata  sales  agent,  who  is  also 
tales  agent  for  Westgata's  San  Igls  Ray  propertiet,  ' 
and  his  wife)  which  made  the  acquliitlon  for  tht 
purpose  of  syndicallng  tha  properties  through  « 
public  sale  of  limited  partnership  Interests,*  The  pur- 
chaser borrowtd  the  $3,195,000  from  the  United 
State*  National  Bank,  As  a  result  of  these  sale  trans- 
actions, Waatgata  recorded  a  gain  of  $5,405,000. 

In  October  1970  an  appraisal  of  the  entire  rancfi 
(12,000  acres),  obtained  by  the  purchaser  from  a 
qualified  independent  appraiser  In  contemplation  of 
the  transaqtion  consummated  as  of  December  31, 
1970  as  set  forth  above,  valued  the  ranch  (including 
related  catlle  valued  at  $1,700,000  and  machinery 
and  equipment)  at  $14,500,000.  In  April  1971  an 
appraisal,  obtained  by  Westgite's  indopendent  public 
accounlanis  from  a  qualilied  independent  appraiser. 
The  American  Appraisal  Company,  Inc.,  of  such' 
fl|pnch,  cattle  and  machinery  and  cqulpmeni,  Indi- 
Wled  a  value  on  a  cash  sale  of  $6,000,000,  which 
amount  was  less  than  the  amounts  at  which  th*ese  * 
assets  had  been  carried  ih  the  consolidated  aqcounts 
of  Weslgalo  and  its  subsidiaries.  Because  of  this 
appraisal  and  Iho  participation  in  iho  transaction  of 
United  S|,itcs  National  Dank,  the  indcpendt-nl  public 
accounlanis  wore  of  the  opinion  that  flain  could  not 
than  bo  properly  recorded  on  tho  above.mentioncd 


•ale*.  In  May  197f  another,  appraisal  obtained  by 
the  purchaatr  from  a  qualified  Independent  appraiser 
valued  the  ranch,  (incfudlng  related  cattle  and 
machlneiy  and  equipment)  In  excees  of  $19,600,000. 
^  Thereupon.  Roberts  Farnr>a,  lnc„  owned  by  Mr,  Hollls 
_B,*floberta  ajxj  famlly»  purchased  for  cash  without 
^    recourse  af  their  outstanding  principal  amount  plus 
accrued  Interest  the  above  obllgatlona  of  $0,125,000 
and  $3,196,000  to  United  State*  National  Bank;  aa 
a  eonsequtnct,  any  poeslbte  contingent  liability  of 
We*lgate  If  the-  borrowing*  from  the  Bank  had  ex- 
ceeded the  fair  market  value  of  the  collateral  was 
eliminated  thereby  permitting  recognition  pf  the  gain 
on  Ihif  above-mentioned  sale*.  Mr.  Robert*,  who 
through  RoberU  Farm*,  Inc.  or  oth*r  companlea, 
own*  Of  operate*  over  60,000  agrlculturil  acre*  com- 
prised of  a  variety  of  farm  producU  Including  citrua 
orchard*,, nut. grovi*,  cotton  and  grain  and  al*o 
»*rve»  a*  contract  manager  for  other  owner*  of  *uch 
orchard*  *rid  grove*  In  Kern,  King*.  Tulare  and 
certain  other  countie*  in  California,  I*  and  wa*  dur- 
ing 1970  the  contract  manager  of  the  above- 
mentioned  cattle  ranch  and  1*  the  propoaed  general 
partner  of  a  ll/nlted  partt}er*lifp  being  formed  by 
the  purchaier  which  plana  public  ayndicatlon  of  the 
rafjch  In  l!Sj7t. 

The  above-mentioned  aalen  of  ranch  properties 
or  corporation*  owning  ranch  properties  were  made 
at  price*  fixed  aa  the  reault  of  arms-length  negotia- 
tion* between  the  buyer*  ancf  aellera,  and  auch 
purchaiar*  and  their  affiliates  and  Mr.  Roberts  are  " 
independent  third  parties  and  not  affiliated,  with 
Waatgata  or  any  of  its  subsidiaries  or  aff iliafes.  There 
art  no  arrangement*  or.  underatandings  whatever 
between  Westgate  or  any  of  Its  subsidiaries  or 
affiliates  and  such  purchasera  or  their  affiliates  or 
Mr.  Roberts  with  respect  to,  and  neither  Westgate  - 
nor  any  of  its  subsidiaries  or  affiliates  haa  any 
Interest  or  obligation,  contingent  or  other.  In  or  with 
respect  to,  tha  ownership,  operation,  development 
or  disposilion  of  all  or  any  part  of  tho  ranch  property 
or  any  expense,  loss  or  profit  relative  thereto. 
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In  Hov«i*«r  1967,  th«  Secrstarr  of  Agrlcultur.  dltwct«d  th.  Economic 
Wt««rch  S«tvlc«  to  conduct  «  wrvBy  to  d«t«rMln«  the  nui*«r,  klnd»,  an4 
ftn«r«l  ch«r«ct«rl»tlc»  of  corporation*  that  %ff  directly  lnvolv«d  In  th« 
production  of  fam  prodtcti.    Concern  h«d  b«sn  •xprs*t«d  ov«r  the  apparsnt 
-  incr««i«  In  th«  nu«l>«r  of  nonfam  corporation*^  r«port«d  to  b«  buylni  land 
and  Initiating  n«w  far^g  antarprlaaa,    Faw  data  ware  available  by  \jhlch 
to  Ju^  the  Iwportanca  of  thla  trend  or  to  evaluate  the  possible  Iwpact 
on  Mrket  prlcea  of  far*  product*  and*  on  local  bualnaa*  cowaunltlea. . 

ru  f  Irtt  prellMlnary  report,  aumrlKlng  the  raaulta  of  thla  Inventory 
type  aurvey  for  22  Stataa  vaa  pybllahed  In  Augu-t  1968  (Agr,  Icon,  Upt,  142). 
Thla  report  contains  similar  data  for  25  additional  Statis,  (Kortiiatat.  Appa- 
lachian. Southeast^  Delta  States,  and  Southam  Plains  regloos)  tOMther  with 
the  Introduction  and  Methodology  sectrons  that  appeared  In  the  first  -prellM- 
lnary report.  ^Iha  Intraddctlon  aad  Methodology  and  certain  other  explanatory 
portions  have  bean  in^uded  In  thla  report  to  avoid  the  necessity  of  lnter^ 
astedreadar^  having  access  to  the  first  prelliKlnary  report,    A  final  report 
•uaaarlslng  the  results  for  all  50 ^States  will  ba  Issued  later,    A  special 
•all  survey^  which  la  expected  to  provide  »orc  coaplete  coverage  than  wa« 
obtained  from  the  surve}r  techniques  used  for  tha. other  States,  la  In  prog- 
ress In  California,    Survey  result*  have  been  obtained  for  AlUaka  and  Hawaii 
but  are  not  Included  In  thla  report,  ~.««^^^ano, Hawaii 

The  survey  aou^t  to  Identify  every  Incorporated  business  that  waa 
directly  engaged  In  the  production  of  farm.products  and  to  obtain  a  f aw  ^ 
descriptive  facta  abput  each.    <)uaBtlonnalras  varic  coapleted  by  the  aanaiara 
of  county  offlcea  of  the  Agricultural  Stahlllsatlton  and;Conaervatlbn  Service, 
In  addition  to  using  record*  Maintained  in  each  ASCS  office,  the  Managers 
!J'''.?*!*c!"?  "'i't-nca  from  county  officials  and  froM  l9cal  raprasentatlvea 
of  othex*  State  and  Federal  aganclea;    Without  auch,^|k±«t«acti  >a^jiutvay  of 
thla  acope  cduld  not  hava  been  co«pJ^ttifd  aa^^ulckX^fJ^t  war/-  iST^oopara- 
tlott  and  aaalatance  of  thaaa  Many  Individual*  la  gratefully  acknowledgad. 
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K  totsl  of  4>850  corporats  county  units  op«ratlhg  mbout  13  HllXlon  acr«« 
of  l«id  v«r«  fouad  In  th«  25  St^tfts  Indudtd  in  this  rsport.    Such  tnltf  rtp- 
niMntsd  l*u  than  1  parcant  of  all  coMwrdal  faraa  and  5  parcant  of  tha 
land  In  fataa  In  thaaa  Stataa,   -About  ona--thlrd  of  tha  total  nui^r  and  two* 
thlrdi  of  tha  total  acraag*  In  corporata  county  unlta  waa  In  2  8tataa-~ 
Florida  and  Taxas,  v  In  Florida,  9  parcant  of  tha  total  ni^ar  of  coaaNrclal 
farwa  and  31  parcant  of  tha  land, In  farwa  vara  corpotata,    Savaral  Stataa  In 
tha  Northaaat  alio  had,  «  rcLatlraly  high  proportion  of  thalr  caMrclal  farM 
oparatad  by  corporatlona,  ,  ^ 

A  "corporata  coqnty  unit"  Includaa  all  tha  agricultural  oparatlona  of  m 
In'corporatad  buslhaaa  ulthln  «  county,    IhaHa  vay  lnvo|.va  only  ona  farm  or 
aavaral.    Thoaa  corporatlona  that  had  oparatlpiaa  In  aora  than  ona  comty  or 
Stata  wara  ^coudtad  In  aach  county,,  Hanca^  tha'nui^ar  of  corporata  firai  la 
aonawhat  laaa  than  tha  nuabax  of  county  unlta  but  tha  nuabar  of  fariw  la  lar- 
gat.    lacatljla  dlffarancaa  batwaan  tha  nuiri^ara  of  couaty  unlta  and  corporata 
flnu  ara  «;llght,  tha  two  taraa  ara  usad'dntarchangaably  In  thla  raport* 

Mora  i^h^n  thraa-fourtha^  of  tha  corporatlona  In  tha  25  Stataa  ownad  all 
tha  land  thay  oparatad.    Only  6  parcant  rantad  all  tha  land  and  16  parcant 
ownad  part  and  rantad  part.    Tha  proportion  pf  corporatlona  that  own  all  or 
part  of  tha  land  thay  oparata  la  aubatantlally  hlghar  than  for  all  coaMrclal 
furwa.    Tha  proportion  of  full  ownarahlp  waa  hl|h««t  <84  parcant)  for  Individ- 
ually ownad  and  control  lad  cotporatlona.    Aaong  tha  raglOna  cdvarad  by  thla 
raporty  rantal  of  land  by  corporatlona  waa  aoat  coMon  In  tha  SoutHaaft 
(axcludlng.Florldg) tha  Dalta  Statai,  and  tha  Southam  Plalna  Statag« 

Naarly  two-thlrda  oi  tha  corporatlona  In  tha  25  Stataa  w«ra  family 
corpdratlt^ap  15  parcant  wara  Individually  ownad  or  controHcd»  and  21  par^ 
cant  wara  othar  typaa  of  corporatlona.    Forty-fouf  parcant  hlid  ona  or  mora 
bufinaaa  actlvltlaa  In  addition  to  thalr  agricultural  oparatlona.  Typically, 
thaaa  actlvltlaa  Involvad  tha  manufactura  or  a#la  of  faad  or  fartUlzar  and 
procaaalng  or  aiitkatlag  of  agricultural  producta*    Xha  coablnatlon  of  fara-> 
Ing  with  local,  nonf ara-ralatad  bualnaaa  Intaraata  waa  coaaon,  aapaclally  In 
tha  Appalachian  raglon,  PannayXvanla,  and  Alabama.    Tha  farming  oparatlona  of 
thaaa  corporatlona  wara  uaually  amallar  than  tha  ava ra^a  for  all  corpora- 
tlona. 

Agricultural  production  waa  tha  moat  Important  bualnaaa  activity,  In 
tarma  of  groaa  aalaa,  for  69  parcant  of  thi  corporatlona  In  tha  2i  Stataa,  ' 
In  tha  Dalta  Statag,  thla  parcantagji  Va«  77  pgrcant,  and  In  Florida,  farming 
waa  tha  flrat  rankad  bualngaa  activity  for  80  parcant  of  tha  corporatlona. 

^     Total  gro^a  ialaa  of  farm  producti  from  all  corpar^tlona  In  tha  25 
Stataa  wara  aatlmatad  kt  $930  million  In  196f"^^  parcant  of  total.farji  caah 
r*cftlpta  for  thaag  Stata»(    About  bna-thlrd  of  tha  corporatlona  had.  aatlmatad 
groaa  aalaa  of  l^aa  than  $40,000  and  ona-tanth  had  groaa  aalaa  of  $500,000  or 
mora.    Slightly  ovar  half  of  tha  corporatlona  In  dia  $500,000  or  mora  cata- 
gory. wara  djwalflad  aa  family  corporatlona. 
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Th«  wijor  crept  pr^uctd  by  corporation!  In  the  25  St«t«i  wer«  »oyt>tiai, 
cotton,  sugarcane^  com,\ay,  citrut,  and  "othar  frulta."    Tha  l«portarica  of 
thaaa  cro^a  varlad  by  raglW.    Sugarcana  acraagaa  vara  aapaclally  larga  In 
Florida  and  Loulalana, 

•  Thara  vara  »ora  baaf  cattla  raportad  jon  corporate  fama  than  any  othar 
typa  of  llvaatock  In  all*  raglona  except  the  Northaaat,  where  mlUc  cowa  ware 
pradoalnata,    Lart«-»cale  poultry  opcratlona  vera  found  In  »oat  Stataa,  but 
"Ware  »oft  fz«quant  In  the'  Appalachian  and  Southaaat  ragKme^    Althou^  cattle 
feeding  oparatlona  were  coaww,  ,thay  vera  of  relatively  aaall.alza,  except  in 
Texaa  *  . 

'  Nearly  dne-half  of  all  corporatlona  vere  reported  to  have  atarted  fam- 
ing aa  a  corporation  prior  to  1960  and  *2  percent  during  1960-^6,  Nine  par- 
cant  of  all  corporatlona  flrat- began  fariOng  aa  a  corporation  In  1967  or  the 
flrat  half  of  1968,  *  . 
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COIPOIATIOMS  HAVING  ACMCULTUKAL  OPBRATIOHS: 

mLamKAny  Kpoitr  ii 


By 

C«orf«  W.  Coffi^a  «nd  WllUiw  H.  Scoflild  / 
Agricultural  Xcoaoaiata  « 
Far«  Production  Iconom^^  Dlvlalon 

INTIDDOCTIOK         ■  ' 

4    .J^  T  ''J  th«  corporate  font  of  buaiMaa  oifganlxatlon  Ijy  f lr»i  tngaMd 
In  tha  production  of  agrlcultuml  prpducta  la  not  a  nav  phanoMnon.  but*lt 
la  an  altamatlva  for«  that  la  currantly  racalvlng  attantloa.l/  Hlatorically. 
far«a  and^raac^aa  hava  baan  ona  of  tha  faw  typaa  of  bualnaaaaiT  that  h«va 
contlnutad  to  ba  organised  and  oparatad  wlnly  a«  aola  proprlatorahlM  or 
partnarahlpa*    Kora  than  90  parcant  of  all  f  ara  bwklnaaaaa  ara  of  thla  typa 
avan  now.    In  tha  pa«t,  capltnl  .raqulra»anta  for  antry  vara  typically  lowar 
than  for  »any  othar  typaa  of  bualnaaaaa,  and  tha  tranafar  of  ownarahlp  froK 
on*  ganaratlon  to  tha  naxt  did  not  poaa  aarloua  pr6bl«»a*    Tha  aaaata  accu- 
^*  "^'^^"^  of         wnar  could  ba  paaaad  by  Inharltancr  and 
gift  without  aarloua  daplatlon  frim  Stata  atid  Fadaral  taxaa, 

Tha  mounting  atraaa  of  naw  production  technology,  toaathar  with  hlidhly 
organized  and  IncraMlngly  copplax  farm  aupply  and  Mtkatlng  ayata»a.  hai  in 

u*^*  cre.tad  praaauraa  for  modifying  tha  qrganlxatlonal  for.  oif  the 
f ar*  bualneaa*    Capital  requlremanta  for  entry  into  the  production  of  aomk 
typea  of  cropa  and  llveatoclc.  on  a  acale  aufflciantty  larga  to  utlllxe  avail- 
able production  technology  and  to  gain  accaaa  to  marketa  often  exceed  the 
amount  one  paraon  can  aupply.    Inheritance  and  gift  taxea  often  claim  a  iig- 

f f"^  Percentage  of  the  total  aaaata  of  the  larger  farm  buaineaaea,  aoma 
of  which  have  been  built  up  over  aevetal  ganerationa.    Incorporation  of  eiich 
f arma  offera  more  flexibility  in  planning  for  continuity  of  the  buaineaa  be- 
tween generationa  and  for  aof tening  the  impact  of  auch  tamta. 

The  term  "corporation  farming"  tieedi  to  ba  examined  and  underatood  more 
clearly.    It  can  maan  any  buaineaa  that  haa  been  incorporated  und«r  the  lawa 
Of  a  particular  State  end  producea  one  or  more  agriculturaX  producta.  Incor- 
poration createa  a  legal  entity  that  la  atibjact  to  a  different  eet  of  rulee 

1/  A  apecial  etudy  of  letganicalMfarM  In  1930  ahowad  that  more  than  two- 
flftha  of  the  large-acele  ttuck  and  fruit  farma  and  a  foutth  of  the  ceah- 
grain  f aifme  were  incorporated  et  that  tima.    The  itudy  alao  found  thet  incor- 
porated f arm  buaineaaea  wer«  aore  preValeilt  in  the  waatem  third  of  the 
coKJtty  than  elaewhere,  a  aituation  that  la  atiXl  true.    See  Mumfprd. 

^  «:he  United  Statea,  Bur.  Agr.  Econ. ,  U.S.  Dept, 

Agr#  p  1939 » 
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for  coprductlnf  th«  buflnMt  froa  thoM  that  apply  to  a  aol«  proprietor  or  a 
partnarahlp.    Tha  ovnarahlp  of  cha  aaiata  of  tha  bualnaaa  can  ba  aaparatad 
froa  Manatawmt,  tlxm  tivm  cm  obtain  outald*  aqulty  capital,  a  diffaraot  aat 
of  tax  ihtm  ^ply*  and  provlalona  can  ba  aada  for  continuity  of  tha  bualnaaa 
upon  tha  daath  of  tha  foundar. 

Althou^  all  Incorporated  bualnaaaaa  hava  cartaln  co«MOn  lagal  charac- 
tarlatlca.  t^y  dlffar  algnlflcantly  In  th«  vaya  thay  caaa  Into  balng  and 
hov  tbay  arr  dparatad.    In  many  St«taa»  only  ona  paraon  la  natdad  to  Incor- 
porate a  buflnaaa,  and  ha' can  oparata  It'  In  auch  tha  aaaa  way  aa  bafora  In- 
corporation.   Other  Statee  require  e  Ktnlmni  of  three  pereone,  e  requlreaant 
thet  cen  be  vat  by  deelgnetlng  aeebere  of  the  eeae  /evlly  ee  the  Incorpore- 
tore*    Hie  re  wiy  be  only  one  major  efiereholder  who  contlnuee  to  exvrclae 
dominant  control  and  ownership.    Manegefent  may  be  ahared  by  aeveral  othere 
who  m^  or  may  not  have  elgnlflcmnt  Inveetmante. 

*   The  Incorporeted  family  farm  bualnesa  wee  the  meet  common  type  of  cor- 
poretlon  found  In  the  eurvey*    lyplcelly,  euch  bualneeeee  ere  larger-then- 
ayerege  ferme  end  ranchee  thet  have  edopted  the  corporete  form  of  buelneee 
organlxetlon*    The  Incorporetlon  of  family  f atm  buelneeeee  hat  been  faclXl^ 
tated  by  reeetrch  end  educetlonel  ef forte  of  meet  Stete  collegee ^d  the  U«S» 
Depertment  of  Agriculture .2/   An  eddltlonel  Incentive  wee  provided  by  epee 
del  Federel  tax  lagleletlon  peeaed  In  1959 — Subchepter  S— -to  extend  moet  of. 
the  edventegee  of  the  generel  corporetlon  to  email  buslneeeeet    According  to 
dete  complied  by  the  ItVtemal  Revenue  Service  f rom  tex  retume,  the  number 
of  farm  tax  retume  filed  under  theee  provlelone  Increeeed  from  leee  than 
500  in  1958  to  about  4^900  In  1965«    Thle  ninriser  repreeentcd  more  than  one- 
fourth  of  all  corporetlona  claaelfled  aa  "farma"  by  the  IRS .3/ 

There  ere  eddltlonel  femlly  corporatlone- thet  hove  been  organized  aa 
generel  corporetlone,  without  the  reetrlctlone  Impoeed  by  Subchepter  S.4/ 
Theee  may  be  either  eCrlctly  femlly  ferm  ^orpcrrationa,  or  family  corporatlone 
having  nonfarm  buelneee  Intereete  In  eddltlon  to  fermlng.    Typlcelly^  theee 
ere  local  bualnaeeea  engaged  In  the  manufecture  or  eale  of^ferm  auppllea,  or 
In  the  proceeelng  or  marketing  of  farm  producte  or  oth.er  locel  bualAeee. 


.  2/  Artlclee  hgve  been  publlehed  In  lew  joumele  which  dlecuae  the.  legel 
and'^tax  aipecte  of  Incorporation  of  femlly  ferm  buelneee.    Extenelon  reporte 
eleo  heve  been  leeued  by  e  number  of  Statee »  -  One  of  the  meet  recent  and 
comprehenelve  publlcetlone  of  thle  type  le  The  Ferm  Corporetlon,  North 
Central  Region  Extenelon  Fub.  No.  llf  Xowe  Stete  Univ.,  Nov.  1967. 

3/  ZRS  dete  on  corp<^rete  tex  retume  ehowed  11,526  farm  corporatlone  In 
1963  with  totel  aaaete  of  $5.7  billion  and  buelneee  receipts  of  $4.9  bll<^ 
Hon.    Averege  buelneee  recelpte  per  return  were  $263,000.    FeriM  were  flret 
sepereted  from  the  broeder  Induetrlel  claaelf Icetlon  of  "egrlculture, 
foreetry,  end  fleherlee**  In  1963.    In  thet  yeer,  16,300  ferm  corporetlona 
were  repotted  and  In  1964»  17,600.    Neerly  half  of  the  total  Inciceeee  In  ell 
ferm  corporetlona  for  theee  3  yeere  wee  eccounted  for  by  new  Subchepter  S 
corporetlone. 

4/  The  prlnclpel  requlremante  ere  thet  only  1  cleee  of  etock  may  be 
leeued  end  there  be  no  more  then  10  ehereholdere. 
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This  coflblnaClon  of  41r«cC  productloii  with  ona  or  »or«  ^•grlbualnaaa"  func- 
clons  haa  baan  callad  varclcal  dntagratlon  or  coordination;  A  conaidarftblft 
niMbar  of  auch  corpora ciona  vata  found  in  tha  aunrar* 

lhara  do  not  appaar  to  ba  any^b««ic  diffarancAa  batntan  tha  family  farm 
corporation  and  tha  nonfara  family' corporation,    loth  hava  a  liwltad  nuijbar  > 
of  sharaholdara  t  tha  atock  ia  cloaaly  hald»  and  thara  ia  uaually  nominal 
aaparation  of  ovnarship  and  manaianint.    Tha  agricultural  oparationa  of  tha 
nonfam  family  corporation  tan4  to  ba^  amallar  in  ralation  to  thair  nonfatm  ^ 
buaHnaaaaa,  , 

Tha  third  typa  of  corporation »  which  ia  Currantly  attra(^ting^  mora  ittan- 
tlon  than  thi  two  typaa  iuat  daacribad»  la  tha  largar,  of  tan  publidly  ownad^ 
^corporation.    Soma  of  thaaa  hiva  baan  an(A|td  in  farm  production  for  many  • 
yaara.    Othara  hava  mora  racantly  axpandad  into  diract  production  to  compla- 
mant  thalr  agribuainaaa  intaraata.    Soma  of  tha  nawaat  antranta  anir  firm* 
that  of  tan  hava  littla  or  no  praVioua  axparianca  in  farming  or  in  tha  farm 
•upply  or  maricating  fialda  but  aaa  buainaaa  oppor^unitlaa.  in  producing  farm 
producta.    Tha  managamtnt  of  auch  firma  tanda  t<^viaw  farming  aa  a  vahicla 
for  applying  thair  buainaaa. axparianca  and  for  raalizing  an  attractiva  ra«^      \  • 
turn  on  aqulty  capital,    Alao»  thay  oftan  acak  to  axploit  tha  moat  Advancad 
axlating  tachnology  and  parh^pa  davalop  new  technology ,   yra^juantly,  alao» 
thay  ara  aaaking  coat  aavinga  in  tha  pufchaaa  of  far«v  auppliaat  or  in  pro~ 
ducinie  ona  or  mora  producta  to  maat  markat  rAquiraminta.    IHract  production 
coata  naad  not  ba  laaa  than  thay  would  hava  to  pay  undar  production  contracta 
if  a  markat  advantage  can  ba  gained  with  a  m^ra  aaaured  aupply  or  a  product 
of  mora  uniform  quality,  '  , 

Deepite  the  attention  that  a  few  euch  oorporatione  Itave  received  ae  e 
xaault  of  entering  field  crop  production,  the  eurvay  indicatee  that  they  are 
involved  "much  more  extenaively  in  epecielised  liveetock  production,  Thue 
far^>  production  of  broilera,  egga,  end  turkeye  had  moved  cldaaat  toward  ba- 
i^ng  a  manufacturing  prodeee,    lUw  materiela  can  be  eeeembled  at  a  pltnt  aita» 
epecialized  technical  knowledge  and  autOMdon  can  ba  applied  to  the  faeding 
oparatflone,  and  Output  can  be  eold  throu^  previouely  errAngail  marlceC  outlata. 

»,  J^ch  of  the  technology  needed  io  produce  beef  and  pork  under  environ** 
mentally  controlled  conditione  la  elreedy  available  and  hae  ettncted  a  num- 
ber of  **Outeide'*  corporatione  which  are  willing  to  ee<ume  the  rlake  involyed, 
Mmny  of  them  heva  not  bten  in  buelneie  long  enough  to  dytermlna  if  thilr 
coata  are  In  line  with  expectetione  or  If  proflte  will  prove  to  b«  comparabl* 
with  thoae  from  iionf arm  buainaaa  opportunitiea*  * 

Within  the  25-State  area  covered  by  thia  report,  the  major  type  of  out- 
eida  corporation  with  eubetantial  crop  oparationa  waa  found  In  areaa  hevlng 
the  potential  for  land  clearing,  draiinage,  and  daveldpmint.    Such  opafatione  t-^ 
were  found  chiefly  In  the  Atlentic  Coeetel  Plein  extending  from  North. 
Carolina  to  and  including  Plotida,.  end  in  the  0alta^  portione  of  Atkanaee, 
Hleaiaeippi,  and  Louieiana,  '  t  . 

Outeide  cepltal  hae  been  attr£c'tad  to  theee  two  areaa  In  rec«nt  yaara 
bacauae  of  the  opportunity  to  eci|Uir«  l&rga  contiguou«  tractt  of  land  t6 
Uiich  capital  end  technology  could  be  epplled  with  the  expectation  that  the  '  /. 
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deve^Toped  landjff^^vl^  appreclste. '  Soybean!  hai  been  the  cblef  crop,  partly 
becauie  of  acreage '  tea  trlctlbda  on  cotton  and  other  crdpii  «ad  partly  becauae 
of  t^^' favorable* yield  and  price  expectatlona,  ^Double  cropping  of^aoybeana 
and  wheat  has  been  poaalble  In  favorable  'growing,  aeaaona,  yielding ^  net  re- 
turn comparable .  with  6uba|antlalXy^igher  priced  (om  Belt'^and.  >  .  ' 

,  •    i-  "      '  ■     ■  /-  '  ...  ■  •      ■  * 

THE  USDA  SURVEY  OF, CORPORATION  FARMS 

The  baalc  approach  used  In  . developing  a  national  Inventory  <Qf  corpora-^ 
talons  having  farm  or  ranch  operations  was  to  conault  key  persons  in  each 
county  having  knowledge  of  IcTcal  condltloi^sj^    Reporting  forms  and  detailed 
instructlonj^  were  sent  to  ea<^  ASCS  county r>of flee  manager.    He  was  i:]\Btruc- 
■^ted  to  i^onsultahls  rexiords' and  to  cottfiitr  with  other  persona  in  the  county. 
Such  as  the  registrar  of  deeds,  the  extension  agentj  local  rfeporesentativea 
other  Federal  agencies,  and -the  ASCS  committeeman,  in  .developing  a  Hat 
of  all  corpoi^tlona  rfilrectly  engaged  in  farm  production,'  Cbrporationa  own- 
ing land 'but  not  operating  it  directly  were  apejjilfically  excluded. 

A  limited  humber  of  bade  facta  were  obtained  for  e#ch  corporation. 
.  tjtien  a  Corporation  had  more  than  one  operating  unit  within  a  county,.  alV 
separate- operatlona  were  boid>ined  for  that  firm./  Thua*  the  aurvey^  prpvxded 
on  inventory  of  "county  units**  of  operatlona,  rather^  thjuci/ a  count  of  sepa- 
rate farms  or  ranches,  or  of  bualneaa  fir^a.    The  actual  nun^er  of  corpora-*^^ 
•tiohs  is  aomewbat ''le^is  than  the  nuid)er  of  /'county  unita"  indicated,  but. the 
number  of  farms  la  greater»5/  ;  > 

i,«      Reports  were  ^received  fot  4,850  corporate  county  xmils  in  the  25  " 
States,6/    AboW:  on^feurth  of  these  (1,215) 'were  in  Florida,?/    Texas  ♦ 
randed  second  In  toTal^nuniber  (4^5),  followed  by  Arlcanaas  (30T)  and  ^MisaiaM 
sippi '(294)'l8/    Although  in  m^st  Statea  only  1  of  2^  percent  of .  all  commercial 
farms  w^re  corpora  t  ion  a,  the  proportion  waa  9  percent  in  Florida  and  3  or  4 
percent  in  several  Statea  in  the  Mor4:heaSt.    For  the  2^  States,  the  propor- 
tion waa  about  «i  percent  (table  1),  •  C 

^  '    Total  land  operated  by  the  reported  corpotatlona  amounted  to  about  13 
million  acres.. .  :Hbwever,  Florida  accounted  for  neatly  30  percent  of  this 
total,  and  Texaa  for  another  34  percent*    Corporation!  accounted  fo5:  31  per- 
cent^ of  the  total* land  in  farms  and  ranches  in  F]|^rlda.    £i  Oklahoma,  where. 
State  laws  place  r^stricrbions  on  corporati^ona  owning  land  in  rural  areaa, 
the  proportion  was  only  0\ 4  percent* 

 —  ■     V-  ,       •  ■ 

5/  Beci^uaei  otily  minor  differences  are  involved,  the  t?erm  "corporatloiia" 
is  used  Interchangeably  with  "corporate  county  imlta"  in  thla  report, 

*  iL^  An' add^itlonaX  eight  grazing  associations  and  83  farms  and 'ranc^ea 
operated  by  institutions  also  were  Reported  but  have  beeii  e^ccluded  fiX)m  the 
summary.  ■  /        .       ,  '  .  ,  '  -  . 

2/  -Results  for  Florida  are  ahown  aeparately  because^.of  ita  dominance  in 
the  4-^Sta£e  regloiu        '  f 

8/  IRS  data  on  tax  returns  of  corporatlona  cXaaalfled  aa  "agriculture, 
,  foriitry  and  flaherles"  indicate  that  proba;^ly  leaa  than  l^alf^  o£  all  fartt 
,  corpori^t^ona  in  Texas  wer^  oVtained  in  the  purvey.    Thla  undetenumeratlon 
Is  believed  to  be  greater  for  ranchea  than  for  field  crop  derations.  * 


Thti  claiilflcatlon  of  corporatlbne  aa'  to  type  showed,  that/64  perctKrt 
wax*  family  corporMtlone  and  21  percent  were  "other"  or  noiifanliy.  co,rpbra- 
tlona  ^tabl*  2),.  'The  remaining       percent  were  classified  as  •'Individual" 
/sorpoxratlons ,  indicating  that  ownersKlp  and  control  rested  chief l)r, in  one 
^persdn.    Many  States  permit  this  type  of  one-%ian  corporation,  but  it  yas  not 
possible  in  the  survey  to  distinguish  dearly  between  such  cbrporitlons  and 
tl^osa  having  several  ^silent"  or' iniwctrlve'  shareholders  whp  nay  hav%  been  mem- 
bers of  the  owner 'a.  fsniily.   •  V  '      ../'•  ■  - 

♦  •  *■  .  'j  ■  ■  ** 

•The  variations  among  States  in^  the , proportions  of  these^  three  types  of 
corporations  wirte  x^ot,  great.    This  highest  proportions  of  "other"  corporations 
were  reported  in  Kentucky,  Soutli* Carolina,  and.  Pennsylvania  «id*the  lowest  in 
Maine,         Hampshire. -'and'Rhode  Island.  ,  ■  / 

In  terms  of  land  operat;ed  by  corporations,  ''otherJS  corporation*  account- 
ed for  2^  percent  of  the'  tptal  adcfeiTj  /ind  family  corpora tiona  for  63  percent 
(table  3).    In  several,  States',  notably  South  Celrolina,  North  Carolina,  and 
MassachuSettli,  the  average  acreage  operated  by,  "other"  corporations  was' 
appreciably  larger  than  for^f/imily  corporations  (table  In  the  25  States 

as  a^whole,  th^  average  acreage  per  porporate  county  ui^it  was  nearly  7  times 
the  average  of^all  conmercial  farms.    The  range  ejc^ended  f rom  a  high  of  13 
.times  the  average  acres  of  all  commercial  farms  J^^North^CMrolina;*  to  less 
than  S  times  in  tBc>st>  States  in  t^he  Northeast.     /*  *  * 

"       ■  ^         >  '    ■  ... 

'    -       %  *  business  Interests"  Other  Than  Farming       '  '  ^ 

^  "   .  - 

„,  Over  one-hal£*  (56  percent)^ of  all*  corporations  were  reported  to 'be  en- 
ga^d  only  in  farming  and  ranching,  19  percent  had  one  cfr  nore  igribusin^ss' 
interests  besides  farming,  and  20  perq^nt  had  other  business  actilvities  not 

'related  to  their  agricultural  operations  (table  5).    The  combination  of  farm- 
ing and  agribusiness  was  more  prevalent  in  the  Northeast^  than  in  the  other 
region*.    Typically,  theae?  activities  involvfed  the  jrihnufactihre  err  sale  of 
faed  or  fertilizer^,  sale  of  farm  machinery ^  Ittid  livestock  processing  or  mar- 
keting. T  '  . 

Ae^  combination  of  nonfarm  business  interests  with  farming  was  onjly 
sli-ghciy  more  prevalent  than  the  con^ination  of  agribufdiiess 'and  farming « 
This  was  more  pronounced  in  the» Appalachian  region,  Perfnsylvania,  and  Ala- 
bama, where  about  one-thir4  of  the  corporations  represented  lo^al  business 
flflns  that  were  engaged  mostly  ih  wholeeafe  or  retail  trade  and  also  had  a 
•  fi^rmlng  ent^prlsc.  ^       -*  \ 

^  A  comparison  of  the  Importance  of  farming  in  relation  to  other  business 
activities  showed  that  farthing  wasf  secon4sry  in  terms  Of  gross  sales  for  ^  v 
more  than ^one- third  of  all  corporations  (tiA)le  6).  This  tenjiency.  was  most 
apparentTviln  the  Appalachian  and 'Southeast  regions  (excluding  Florida)  and>  in 
the  Northeast.  The  primary  business  of  such  firms  tended  to' be  wholly ^unre- 
lated to  Arming.  '      •  *  '  . 

Of  those  corporations  engaged  only  in  farming,*  71  percent  were^found  to 
be  family  corporations,  compared  with  61  percent  for'thosft  having  agribusi- 
ness or  nonf  arming  buslnesf  Interests  (^tabl6  7).    About  oife-third  of  the  *agrl" 
business  corporations  were  not  family  owned.    Individually  owned  corporations 


wer«  nor«  prevalent  vhtn  farming  was*  In  conbihatlon  wl^  a  nonferm  builneii 
th«n  with  an' agrlbuslnieii  or  with  f^rmln^  onl^,^   >  «  ' 

For  the  25  Statei  aa  «  whole ,  the  avierage  acrei  operated  by  corporation! 
conblhlng  both  agrlbualneii  and  nonagrlbuslnf si  lnte^]r£iti  ^wlth  farming  were 
isubitantlally  larger  than  thoie  engaged  qn}^  In  farming  (table  8)^    Thli  waa 
eapeclally  apparent  In  the  Southeast. «nd  Delta  Statei  regloni. 

.  .        -        '  * 
*  Groii  Salei  .of  Farm  Product i  ^ 

*  ■  .  *  '  '         '    i      '       "         -    *  • 

Although  preclie  eitlmfttea  of  groii  lalci  of  farm  product!  produced  by' 
corporatloAs  could  notjbe  obtained  In  the  survey,  the  acnreages  «f  crops  and 
numbers 'of  livestock  reported  for  their  farm  and  ranch  enterprises  provided 
a  basis  for  estimates*  Gros'S  tales  ^f  4,850  crfi^rations  were  estimated  at> 
$930  million  in  1967,  or  about  6  percent,  o^  the^c^ash  receipt^  ^rom  farm  mar- 
ketings^ by  all  f-arina  in  the  25  Ststes  Iti  that  year..  Abou^  two'^thirds  of  the 
tatal^for  all  corporation  f  arms  ^  clime  from  family  corporatiorfft  and  over  one- 
fourth  from  "other" ^corporations,      ^  ' 

'  ;  At  the  rai^onal  level ,  sales  by  corporations  in  the  Appalachian 

and  Southern. Plains  were  probably  about  3  perceirt-t>f  toial  sales  by  all 
^arma.    In  the -Southeast ,  the  proportion  was''  about' 10  percent,  chiefly  be- 
cause of  *the  lariJe^number  and  si^fe  of  corporStioii  furma  in  Florida. 

A  distribution  of  corpiPr^te  farms  by  estrimatecl  gross  sales  shoidsH  that 
22  percent  Had  less.^an  $20,000  in  sales  in  1967  (Hble  9)«    In  the  Ap^ia- 
lachian  region,  mOre  than  one-third  had  gross  sales  of  less  than  $20,000, 
Only  10  percent  'of  the  corporate  farms  haS  gross  sales  of  $5t)0,000  or  more. 
Host  of  the  liirgest  operations  Involved  elggSf^^roilers,  sugarcane,  rice,  and 
cotton.  -  '  '        '  \ 

Firms  having  aj^^rlbuaiiVeBS  int^i^sts  tended  to  have  hi^er  gross  farm 
sales  than  did  the  farming-oiily  corporations  (Cable  10) .    The  farming  opera- 
tion^ by  firma  Wi'^h  agribusiness  Interests  tended  to  be  th^e  largest  In  the 
Delta  States  where  cotton  ginning  is  often  ^^art  of  large-scale  cotton  pro- 
duction. '  . 


/    Among  the  corporations  that  .had  cemnty-unit  sales  of  $100,000  or  more 
(about  l,390^casf^s  reported),  the  pri^or^ion  Of  family  corporations  declined 
as  sice  of  opers^lons  \lncreaBed»    For  the  25  States,  71  percent  of  the 'firms 
haviiig  sales  or  $100^000  to  $2^00,000  were  £amlly  corporations  (table  ll). 
For  units  having  $200,000  to  $500,000  in  sales,  63  percent  were  family  cpr- 
porations,  knd  for  those  with  sales  of  $500,000  *or  more,  53  percent  were.  ' 
Nearly  two-fifths  of  these  largest,  operationi^  were  classified  as  "other*' 
corporations.    However,  only  135  such  operstions  were  reported  in  the  survey. 

-  Crop's  and  Livestock  Produced 
^  

The  major  crops  for  which  acreages  were  reported  accounted  for  a  total 
of  2.6  milliort  ^cres  in  the  25  States  (tables  12*  and  13).    Nearly  38  percent 
of  this  crop  acreirge,  was  ini,the  three  Delta  States  and  was  largely  devoted 
to  soybeans,  cotj:on,  ahd  sugarcane.    These  crops  accounted  for  80  percent. 
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and  toybtAnf  aixfat  Mccwjated  ftor  53  percent,  of  th«  r^fcoVted  land  Jn  cropi. 
In/lorld«,  iuf^cmc  CiH  cltru»  accouatad  for  71  parcant  of  th#  raportad- 
land  la  cropa.    Krult,  corn,  and  hay  .ccyuntad  for  84  parcan^'  of  Stand  In 
cropa  In  tha  Northaaat  region.    Fruit  alona  accountad 'for  52  percent  of  all 
cropa  on  corpotata  farM  in  that  Yfglon.     ^'  •  . 

,         *  •*     .         0  ^ 

'  o  largeat  averaia  acreaga  waa  aug*rcana,  \Alch  avaragad 

2,641  acraa  In  Florida  and  1,125  acraa  In  Loulalana*  (tabla  13).    Acraagar  of 
potatoaa  and  ^agatablaa  alao  vera  la'rga  In  Florida-    'Soybeana  4xi  tha  Delta 
Statea  cvaragad  1,054  acraa  par  county  mlt,  and  cotton,  376  acraa.  Tobacco, 
a  fcrop  uaually^^rcwn  hn  aiwdl  actaagia,  averaged  274  ^a  ere  a  par  county  unit  In' 
tha  Morthaaat,  chlaW-y  the  ah^e-grown  wrapper  type  grown  by  cigar  corpora- 
tlona.    A  few  large  V^ueberry  and  cranberry  opatatlorfa  contributed  to  tha  rel- 
atlvalir  large  average,  acreage  of  frulta  In  the  Northaaat  r#|iem'. 

Although  detailed'' coaparlaona  have  not  been  Made,  It  a^paara  that  llve- 
atock  operatlona  oft  corporate  fame  were  aore  prevalent  than  cropa.    Thla  Waa 
eapacially  true  for  the  Southern  Plain  a  and  the  Northeaat.    The  ralalng  of 
beef  cowa  waa  the  noat  frequently  reported  llVeatock'enterprlae ,  followed,  by 
yearling  cattle  and  Milk  cowa.    The  nmber  of  beef  cowa  .rttiged  frozen  aver- 
age 0^  105  head  In  the  Northeaat  to  661  head  In.  Florida.    The  averate  for  the 
jS5  Statea  waa  348  head  (tablea  14  and  15).       ^  I^-T 

'     o  ^  m 

'    HlXk  cowa  ware  a  frequently  reported  claaa  of  llveatock.    The  average 
nurtJe^  per  unit  rangrfd  froa  131  In  the  Jlortheaat  to- 854  In  Florida. 

•  — -  ,  «  .  ' 

Cattle  feeding  tnterpr^aea  were  frequently  reported  and  alao  ware  aub- 
atantlally  larger  than  for  typical  farmer^feedera  In  noat  reglona.    The  aver- 
age nuaber  ranged  froa  193  head  In  %he  Northeaat  to  7,381  head  In  the  South- 
em  Plains.  .  / 

.  AXthou^TW^aa  frequently  reported,  poultry  cnterprlsea  were  operated 
In  large  unlti  In  ali  refelona;^  For  conaiarclal  agg  production,  the  nuni)MSof 
laying  hena  ranged  between  48,000  and  170,0«)  p<pr  county  unit  for  the  Jr 
glona.    Brolleca  were  .aoatly  concentrated  In  the  Delta,  Southeaat,  aaQ  North-  . 
eaat.  *  ^ 

Approxlaate  Year  of  incorporation 

The  net  annual \ate  of  IncSeaae  In  Incorporated  f  ara  and  ranch  bual- 
naaaea  could  not  be  eatlmated  from  the  aurvey  because  no  records  weve  ol?- 
talned  for  thoaa  flraa  that  have  gone  out  of  business.    Internal  Rtvein)* 
Service  data  auggaae  a  net  annual  Increaae  of  fr^bm  5  to  7  percent  for ^f ara 
corporatlona,  or  about  the^'aaoe  annual  rate  as  for  all  Ineprparated  business. 
The  gross  rate  of  Increaae  la  aotaewhat  higher  than  the  net  rate  because  of  / 
dissolutions  and  converslona  to  aole  proprietorships  and  partnerships  each^ 
year. ^The  survey  indicated  that  8  percent  of  the  faally  corporatlona  first 
b'egan  Terming  aa  corporatlona  In  1967  and  the  flrat  6  montha  0^^1968,  com- 
pared with  11  percent  of  the  "other"  corporatltina  (table  16).    In  the  South- 
em  Plelna,  Delta  Statea,  and  the  Southe^at  excluding  Florida,  the  proportion 
of    other"  corpqratlona  of  recent' entry  Into  farming  waa  21,  16,  and  16- per- 
ceiyc  reapec^lvely.^  -  /  - 
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taking  all  corporAClcm  f«r«i  In  th«  25  StaCca,  49  ikircent  bagan  far»lng 
aa'  a  corporation  bafora  1960  and  42  pajcanc  dutlng  1960-66.    lha  hl^haat  pro- 
portlona  of  pra*-1960  corporatlona  waa  raporCad.ln  tha  Iforthaaat  and  Soucbaaat, 
The  hlghaat  proportlona  organlsad  In  tha  1960-66  period  vara*  In  tha  Southam 
Plalna  and  Dalta  Statea. 

land  Tanura  of  Ayjcl cultural  Corporatlona  . 

Moat  corpoi^rtlonf"^  tindad  to  own  all  tha  land  thay  faraad  (table  17). 
fox  the  25  StateaSaa  a  vhola/78  percent  owned  ell  land  they  feraadf  while 
only  6  percent  ranred  all  of  tha  land  farMd.    lha  perccntege  of  full  ownere* 
wee  greeteet  (84  fXrcent)  for  corporetione  that  were  owned  ahd  continued  by 
Ixvdlvlduale.    The  perccntege  of  corpotetlone  with  full  ownerehlp  of  lend'vee 
hlgheat  In  Florida,  where  87  percent  of  ell  borporetlone  and  90  percent  of 
^he  lildlviduelly  owned  corporetione  owned  all  the  land  faraad* 

ifiere  wee  no  conelftent  petcem  evong 'reglone,  or  by  type  of  corpore- 
tlon,  in  the  averege  ecreegee  oper/ted  uAde^  verloue  tcnutis  errenge»anta 
(tabU  18).''   Much  of  thla  verletion  ie  eeiocleted  with  the  klnde  of  crope  or 
llveetock  cnterprieei  involved*    Deciduoue^ f ruite  in  the  Northeaat,  end  cif- 
rue  In  Florida,  for  cxavple,  ere'ecldoa  grown 'on  rented  lend,  whereaa  llve- 
etock ranchae  in  tha  Southern  Pleine  and  eleawhare  uaually  conteln  both' 
owned  ^d  tented  lend.    Reletlvely  little  ecreage'la  involved  in  apeclalizad 
poultry  operetione-and  thla  le  predominantly  owned  becauae  of  the  eubetantiel 
inveetwent  In  building^  end  equlp*enc«  «  . 

METHOf)OLOGY  AND  LIMITATIONS 

Several  altemetive  neana  of  ident^ifylng  egr^culturel  corpotetlone  were 
coneidered  and  evalueted.    The  Agriculturel  ceneue  of  X'964'did  not  centein 
queetiona  concerning  the  orgenixatlonal  forn  of  the  fer»a  enuaeratad  and 
hence  could  no't  be  ueed.    Exemlnetlon  of  the  erticlee  of  Incorporation  filed 
in  eech  Stete»would  have  providftd  e  United  enount  of  dete,  but  tlila  apprdach 
wee  rejected  beceuee^/f  eeverel  coneldenttione:    (1)  Moft  Statea  do  not^ 
claeelfy  buelneee  concerne  filing  euch  recorde  eccordlng  to  InHuatry  or  buai~. 
neae  codee.    Hence,  lerge  nunbere  of  recorde  would  need  to  be  eearched  to  , 
ei^ect  those  deeired.    (2)  The  eteted  purpoeei  contelned  in  artlclca  of  in-r 
corporetion  nire  often  broadly  woifded,  naklng  it  difficult  to  aelect  thoae 
flr«a  thet.  would  conform  to  e  uniform  definition  of  en  egrlculturel  bualneaa. 
(3)  Firaa  that  were  originally  incorporated  for  e  epeciflc  purpoee,  other- 
then  farming,  mey  have  aubacqucntXy  entered  farming*    Tha  current  nature  of 
aud)  buaineeeee  would  not  be  epparent  from  the  firm  nime  or  f ym 'emandmenta 
to  the  originel  erticlee  of  ^corporetion. 

^    ^  • 

Area  probability  eaaple  eurveyi  w%re^ coneidered  but  were  rejected  be-  * 
cenee  of  the  nontendom  geogrephical  dittributlon  of  firma,and  the  lerge 
eempling  errore  thet  would  reeuTt.    The  opportunity  to  epproech  complete 
coverege  by  utiliring  the  recorde  and  the  pereonel  knowledge  of  ASCS  per-  - 
eonnel  in  every  county  eppeered  to  be  the  beet  altemetive  within,  the  llmite 
of  time  and  funda.    A  preteet  of  the  initiel  ec^edule  and  Inatructione  waa^ 
conducted  in  14  countiee  In  10  Midweetem  Stetee  before  *the  firet'  phaae  of 
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thm  mxiTvmy  was  undtrt«k«n.  ,  P«r«on«l  lactrvl«w«  by  rtaaarch  p«r«onn«l  vtr« 
Mdc  In  chaaa  count laa  to  deter»lne  tht  accuracy  and  coaplatanaaa  of  the 
wporta  aubalttad.  'The  rtaulta  of  thtae  teata  indicated  that  ASCS  office* 
could  provide  the  data  needed  to'|ieet  the  general  objectivea  of  the  au'rvey. 

Only  corporationa  directly  engaged  in  "the  production  >of  one*  or  iMre  " 
^agriculturel  coiMOditiea  were  to  be'reported.    Corporationa  owning  lend  but 
renting  it  to  othera  under  caah  or  ahare-rental<arrange«enta  were  ape«ifi- 
CAlly  axcluded.9/   Ihe  tetaf  "agricultural  operationa"  waa"  broadly  defined  to 
include  the  production  of  all  cropa  end  liveatock'endjlveatock  producta, 
including  f^edlota  >and  .broiler ,  turkey,  and  hatchery  operationa.  However, 
•it  waa  not  elwaya  poaaibl%  for  ASCS  peraonnal  to  clearly  diatinguiah  betweeit 
tht^  contract  and  the  fully  integrated  production  of  auch  finft*:    thla  prob- 
lem mty  have  reaulted  in  Momt  errora  in  the  reported  nuaber*  of  broilera  and 
laying  hena  and  turkeya,    and  in  the  groaa  *alea  of  the  fir^  involved. 

The  only  typea  of  operationa.  fcpecif ically  excluded  were  coa»ercial 
foreatry  opera^iiona,^  Chriatmaa  tre/farma,  hunting  and  fiahiJig  cluba,  «id 
farma  end  ranchea  operated  atrictly  m  recrcetional  enterprilee/   Reporte  # 
were  aubaitted  for  grazing  .aaaociationa  and  for  fama  and  ranchee  opereted 
religioua  organisationa  ,and  other  inatitutiona  lieceuee  noet  ere  incor- 
porated, but' auch  operationa  have  beltn  excluded  froa  the  ^relialnery  trtule- 
tlona.    There  were  456  auch  caaea  obtained  for  47  Statea. 

Th^  claaaification  of  corporationa  aa  to  type  (individual;  faally,  and 
"other")  waa  baaed  on  local  knowledge •and  waa  doni  without  ecceaa  to  the 
legal  documcnta  of  incorporation.    State  lawa  vary  aa  to  the  ainiaun*nuiifcer 
of  peraona  required  tto  form  a  corporation,  ranging  from  only  one  in  auch  * 
States.  aa;Iowa,  Minneii^a,  Wiaconain,  ^and  Mlasouri,  to  three  in 'many  other 
Statea.    Thus,-  in  many  slMtt^a,  it  is  poaaible  to  form  e  corporation  within 

*a  famiiy  of  huaband,  wife,  and  one  other  n^mb^r.    Such  corporationa  may 
appear  to  be  individually  owned*  t^  an  outaide  obaerver,  becauae  only  one  ^ 
mcnber  U  identified  with  the  firm.    Tbua,  tfte  dlatinctlon  between  Individ-  ' 

•  ual  and  family  corporatibna  may  be^  leaa  meaningful  than  between*f aatly  and  . 
"other"  corporations  wltTi  dfvei^alfled  o\;nership.  '  ' 

*^  / 

When  a  corporation  operated  more  than  one  separate  unit  within  a  county, 
all  operatlof^s  in  that  county  were  combined  into  a  aingle  report.    A  tabuia*- 
tlon  of  the  jitimbcr  of  units  within  a  county, for  t*he  first  ^2  States  ahdw^d  ' 
that  87  percciit  of  the  corporations  reported  had  only  one  operating  unit. 
All  adflitional  11  percent  had^o  or  three  units  and  only  2  percent  fiad  four 
or  more.    Those  firms  having  more  than  one  unit 'had  an'averag*^  of  3.2,witk. 
Tltf  reporting  form  mtso  aaked  for  the  number  of  units  operated  by  e»ch  cor- 
poration in  other  countiea  within  a  State  and  in  other  Statea'.^  A  few  cor-.  ^ 
porations  having  operationa  in  more  than  one  county  or  in  two  or  more  Statea 
were  identified. 

.       •■       ,v  •  '  .  . 


9/  Firms  are  claaaif ied  aa  farma  in  the  ^ummjafty  of  tax  tetumr  compiled 
by  IntetTial  Revenue  Service  if  they  report  aalea  of  farm  producta  received' 
under  ahare-rental  arrangemeilta.  ^ 
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'*         Ihlf  triatMmt  of  wultlunlt  op«ritlonf  dlfferid  fto«'th«  procidurt  fol** 
loiffd  by  ch«  1964  igrleulCural  ccnius  In  uhlch  tach  unit  vlii  uiuilly  eQunttd 
«■  a  ftparati'  fan*    Hence,  the  nui^er  of  corpdrate*  county  unlti  cannot  ba 
ccMpartd  praclaely  with  th«  nuaber  of  farsa  reportid  by  the  ctnaui.    Deta  cow 
pllad  by  thf  Internal  Kevanue  Service  frov  corporate  tax  raturni  repraaent  a 
eonaolldatlon  of  all  the  aeparata  bualnaaa  actlvdtlaa  of  flraa,whoaa  principal 
bua&naaa  activity  la  fantingt    The  bualnaaa  recalpta  of  auch  flrM  include 
,thoee  frOM  nonf  am  Jiuelneee  actlvltlee  ae  well  aa.  from  one  or  aore  eeparate 
farming  unite.    Convdreely,  many  flrma  which  have  agricultural  production  that 
le  of  mi^or  importance  in  relation  to  their  major  buelneie  are  excluded  from 
IRS  data  for  fsrm  corporatlone.    Thle  occftre  chleSly  for  flrma  claeelfled  in 
euch  Induatrlee  ae  mill  feede,  grain  mill  producte,  and  food  proceeeing  )md 
marketing.    About  one-^thlrd  of  Che  flrme  identified  in  the  eurvey  were  judged 
'     to  have  ^her  buelneee  actlvltlee  that  were  mora  impo):tant,  in  term*  of  groee' 
ealee,^tlian  were  their  farming  actlvltlee-.    Becauae  o£  theee  dlfferencee  in  , 
.    deflnltlone^  tRS  data  provide  only  m  gei^erV!fc^lndicatlon  ae  to  the  completeneee 
<{-      or  the  accuracy  of  eurvey  reeulte.  .  ^  i  * 

1     *  .  ^ 

'Total  acree  operated  and  acreagee  of  epeclf ICcrope  were  generally  avail- 
able from  county  /(SCS  recorde.    Huabere  of  llveetock  were  necee eerily  approxl<^^ 
matlone,  ae  were  the  eetimatee  ol  groee  aalee  of  farm  producte.    Hbwever,  a 
detailed  Computer  edit  program  wae'^ueed  to  compare  the  probable,  groee  aalee  \ 
of  the  crope  and  livestock  reported  with  the  claee  IntevNral  of  eetimate^ 
groee  ealee.    There  le  eome  evidence,  however,  that  epeclallted  llveetock 
Dperatlon^  were  leee  completely  reported  than  were  thoee  operatione  ;bivolvlng 
the  major  field  cx^ope.    Becauae  of  theee  varying  degreee  of  ^derreporting 
between  crope  and  llveetock,  acreagee  and  nuiii)erB  ehould  not  be  compared  dl«* 
rectly  with  the  total  nu^jer  of  corporatlone  or  with  ceneue  or  USDA  crop  and  ^ 
-vllveetock  etatlatlce.  . 

Alchoug{i  the  'eurvey  deelgn  called  for  complete  enumeration,  eome  qual<;  « 
Ifying  co.rporatlone  were  undoubtedly  mlesed.*  However,  there  are  no  inde- 
\  'pendently  determined  data  available  by  which* to  meaeure  the  extent  of  under- 
en'umaratlon^    Ualng  IRS  tax  datf  and  ceneue  da'ta  pertaining  to  manager  farma 
ae  guldee,  it  appeare  that  probably  lees  than  helf  of  the  total  nuaber  of 
florporatlonit' in  Texae  wae  obtained  in  the  eurvey.    The  number  obtained  for 
Florida  alao  appeare  to  be  leee  than  might  be  anticipated.    Survey  retume 
alea  ware  eubstantially  below  IRS  nunbere  In  several  Northeaatern  Statee, 
notlbly  New  York,  Maseachuaette,  and  New  ^ereey.    However,  many  of  the  farm  , 
oorporatlone  filing  tax  retume  In  theee  Statee  have  headquartere  in  New 
York  City  snd  Boa  ton,  but  their  farms  an^  ranches  ake'  in  other  Statee.  About 
halx  of  all  corporate  returne  claeelfled  ae  agriculture,  forestry,  and  fleh- 
erles  filed  in  New  York  State  In  196^  were  received  by  the  Brooklyn  and 
'{tanhattan  district  office  of  IRS.    Similar  differences  between  the  location 
of  the  headquarters  of  firms  and  tlielr  production  facilities  may  be  obeerved 
/in  the  statistics  for  other  States.  v 

Diere  are  many  aspects  of  ^corporated  farms  and  ranches  that  could  not 
i"         be  explored  by  the  siirvey  techniques  employed.    Such  queatlone  ae  production 
efficiency  of  larf^^-scale  operatione,  thtslr  Impact -upon  pricing  and  competi- 
tion ;ln  local  markets,  and  their  possible  tax  shelter  advantages  require  ' 
etu(iy  and  analyeis.    However,  considering  the  almoet  -complete  Irack  of  any 
data  on  corporations,^ even  the  limited  Ittformatlon  produced  by  the  survey 
will  provide  a  baeie  for  such  additional  research. 
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JLmhI  in 
'taxM 


C«irf«r«tl#«t  2/ 


-2/ 


t 


tM4  in 
t%tm 


ItaiiM  «« 

VartMftt  

H«tMChHMttt« 
C«fllMCtiCMt.** 

K»r  Yark  

Maw  Jtraay.... 
FarnitylvMlSia 
Dalanart  

MifcvfUtA  

MarthMiCi*. 


VlrstnU....... 

Vast  Virflnia.* 
Marth  Caralliui. 
Kantu<kyi#i 
Taiwiaafaat 
Affair 


/  Sauch  Carol  iiMi 
^  Caargia., 


AUbaiia  

Sauchaaat. 


Miiaiaaiyft.... 
Atkaniaa. 

Lautaiana  

DalM  dtataa. 


Taxaa..«.««.«..... 
Sautham  PUinf  • 


29  Stataa.* 


uooo 


1,000 


3^900 
1,727 
3,27^ 
3,S29 
440 
2,S73 

3<,000 
3,«73 

41,500 
2,427 


1,445 

443 
l,f75 

947 
90 

*430 
9,479 

•U 
7,4lf 

404 
.  2i  W 


37 
14 
42 

120 
14 

117 
2U 
101 

2:Ea 

90  ' 


31,000 
4,400. 
•0,704 
94,000 
44,447 


92 
4 

29 
44 
4 

iO 
174 
47 
119 
39 
OIL. 


■  71^ 


7,443 

1,790 
10,324 
11,102 

9,2jO 


434^740  244,924 


4,450 


12,475 


4 

1 

V 
12 
12 
14 

2^ 

4 

2 
'4 

9 


Xi  All  fainia  having  groai 
caniiia  of  agtlCMltura. 

2!  Countx  tmtt  kaatai  t 
wara  toufittd  at  aach  auch  location 
nuMbar  of  farma^ 

Ji/  tail  than  0.9  yatcant 


•alaa  of  12,900  or  «ora;  latiaataa  for  1944  yrojtctad  fn 


Mf%K4 


coryot^tiona  havi«)g  oparationa  in  tMra  tt:an  ona  cavmty  or  Stata 
NuMfear  of  cotforationa  tmt  atrictly.  catHpirabla  witH  cantua 
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r*hU  2*''-Corporaeton»c   Nuiibar  and  dlft;rlb«cion»  by  typip  23  Statttp  1961 1/ 

.  L_4  


Scat!  «nd 
region 


Tyft  of  corporttton 


Dlitrlbutlon  by  typ«  2J 


I 
t 

MAlnt*.  

K««  KMfitiitfi  & 

VtriMnc  «.......^ 

Mftiitchuitctf**  t 

]thod«  IiUnd....«  

Cohntcktcue««  ^..t 

M«v  York  •••••.••t 

FannlylvanU*  t 

D«l»Vftra«  t 

K«ryUnd..«.«  i, 

Korthaaie. 7 

V 

'virtlnUf...  

Wait  Vlr«lnUr««  v 

X«ntucky**«*%.  t 

Tanntafaa  ••• 

A^aUch^Uft  


.1  • 

•  57 

23 

9 

65 

24 

3t 

"7 

,  220 

14 

61 

» 

673' 

53 

1*215 

11 

5« 

24  «^ 

41 

<  75 

-  a;, 

1.59t 

17 

40 

23 

t 

175 

44 

6 

294 

23' 

61 

16 

197 

62 

17 

301 

9 

69 

32 

_146 

41 

15 

240* 

14 

*5 

21 

 :ii  

31 

■35 

15 

45 

20 

6 

4 

35 

20 

61 

19 

261 

,  79 

.40 

453 

A*  _ 

65 

19 

Soufcham  PUlnl*. 

..1.  7^ 

•„  217  .. 

19 

490 

17 

19 

2p947 

937 

260 

4,150- 

15 

64 

21 

1/  County  unit  baili}  covporaeloni  having  oMtationi  In  nor  a  tban  om  county  or  Statt 

vara  coiintad  at  MCh  auch  location*  \|> 
2J  Typa  of  corporation  waa  not  ra^ortad* 
Excluding  unclatiiUad.  .  * 


12 


ERIC 


1U6 


3154 


Tablt  3. --Corpora tiona  having  agricultural  •paratiotit  t  Acrai  optraead  |M»^i>eributiM  by  ty»a. 

•  25  StACta,  1961  '  t  • 


Stata  aii4 
rfgiQh 


Typa  af  carporaciott 


slndivi^ualt  Family  t  Othair 


;  "ltd  1/ 


Total 


^   glatrifcution  by  tjrpa  2J  ' 

t  i  t 

tZn^ividualt  FMiily  i  Othar 

J—:  i  L__ 


•  s   

I 

lfalina.««....   2 

^Maw  ffaMpahir a.. ...... s  l 

'  VarMOflC*   2 

KaiwchuaattSf*  s  '  3 

thada  l9land... .«•..«! 

Cannaceicue.f«.f...««s  a 

HavYarle  s  24* 

Maw  Jaraay..**.  s  4 

Paoniylvania*  • «  •  s  a 

Dalavart  s  '  4 

Raryland..  

Narehaaatf  ••«••••«.  i^^J[3 

Virginia  !  43 

V«tt  Virginia  s  U 

Warth  Carolina.*...*. I  31 

Xantucky...   23 

TtnnatMa  v  1  13 

Appalachian. .«.•»•.  1  121 

daifeh  Carallna.  s  29 

C4rgia  ,3  ,  37 

rUrida^^  t  231 

Alabama.   i_  .  30 

Southaaat  t^jM 

I 

Miaaiaaippi«.«?..«..»s  121 

Arkanftaa  •••••.s  5i 

Lauiaiana  «  i  lk9 

DalCa  Stataa  , .  1^  321 

s 

OklahoMa  .....'..s  11 

Ttft  ......t_A2L. 

Soucham  Plaint.... s 
\ 

25  Stataa  t,  1,305 


— l4flflfl_attUr  


15 

11 

36 
5 
35 
120 
21 
67 
29 


3 
1 
2 
24 
1 

16 
22 
13 
32 
4 

„a2_ 


300  139 


3 
3 

t- 

a 

2 
a 

2 

J12_ 


92 
6 

25 

6a 

6 

60 
174 

47 
115 

39 
-UZ_ 


2 
24 
11 

a 

13 
15 
9 

.  7 
11 
12 


JSL 


U3 
25 

191 
64 


123 
3 
U7 
29 

 9 


22 
3 
7 

a 


331 
42 
313 
124 

-24l 


14 

2a 
$ 

20 

JLZ_ 


7^713  3,070 


94 

60 

ai 

55 

91 
60 
72 
62 
63 
78 
61 


4 
16 

a 

37 
9 

27 
13 
29 
30 
11 
•^7 


Jim 


63 

53 
55 


40 
9 

39 

25 
-12- 


2^ 


1/  Typ^^of  corporation  vaa  not  daeaminad. 
corporationa  for  which  Cypa  vaa  raporcad^ 
2J  Excluding  unclaaaifiad. 
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•tatt  ttni 
raglon 


■Mrclal  u 

f  ATM        -  t 


Zfl41Vl*Mll 


Othtr    ]  All  tyH» 


— ^  —  -r&3Cintt_iCX41— 


303 
269 
374 
146 
114 
150 
255 
143 
Idl 
230 


2d9 
1»45« 

407 
•455 

•51 

627 
547 
341 
49S 

636 


J3SL 


l,S9t 

30« 
644 
3«7 

390 
393 
676 
362 
492 
•It 
_142_ 


JUKL 


153 
1»000 

425 
2.419 

475 

•95 

51t^ 
1,19$ 

5H 
1,033 

955 


1.622 
450 
513 
557 
397 
50» 
644 
473 
504 
777 
133 


*  3 

Maina  .....1 

Maw  KaMpihira  

Varnont.  .w^**  ^«  9 

Maaaachuaatta  « 

Ihoda  Xaland*  t 

CoAniK:tlcut.«««  s 

"Haw  York...«  

'  Maw  Jaraay  fP.»t^ 

fanniylvatula  «•  i 

Dalawara**»  

Karylando  3;. 
Korthaaat  3_ 

Vlr|lDla...«  s 

Wait  Virginia  

Marth  Carolina  i 

Kantuclcy.  

Xannaiiaa  t, 

ApfMiUchian  

South  Carolina.*  : 

Gaorgia  

Florida  

Xlaba«a  •  s, 

Southaaat.  ••••••••• 

I 

Miaiiiiippi  

Arkansaa...*  i 

Louiaia'ha*  i. 

Dalta  Stata  

I 

Oklahoaui../  

Taxai  I. 

Southam  flaijni*»»*s 

25  Stataa  

  %      *  ..    ■      -     •  II   

XJ  County  unit  baili}  i.i.«  corporation!  having  oparationa  in  »6ra  than  ona  county 
or  Stata  vara  *V:ountid  at  aach  luch  laeatlon.  ^Yaraga  acraagaa  conputtd  froM  unround" 
ad  data.  , 


447 


1.851 


2.6ir  3,276 


2.633 


'^4 


1 


ERIC 


107 


3158' 


T^U  5—- Dlitr^ibucibn  of  coxfotMotiB  %y  mtnt  ot  builniu  Inetrtieii  23  itteti. 


Seats  and 
raglon 


only 


AfTi- 

buainaii  }J 


Faming  pluit 

Jlonagtl-  I 
builnaia  2/  ! 


Codblnatlon 
2/ 


Total 


Kalna.  

Nay  KiMpahlra... 

Varwont...  

KaaitjChuaatti... 
XHoda  Iiland*... 

CormactlcuE  .«s 

Ktw  York  I 

Kaw  Jtrtty  s 

Fanatylvanla.f 

Da lawara  

Marylanrf.*.... 
Northaaat..  ..vitsj 

VlvglnU.A  ! 

Vaat  Virginia  « 

North  Carolina..^. I 

Kantucky  : 

Tannaaaaa  i, 

Appalachian. • • • . i 


South  Cardllna....! 

Georgia  

Florida  i 

AU1|>a«a  t. 

Southaaat  t. 


Ml ttiaalppl. ...... 

Arkanaaa  

Loulaltflta  

Dalta  Stataa...*. 

OklahoM  

Taxaa  «• 

Southath  Plaina. 

29  Gtataa  


:  4« 

3t    .  ' 

9  ^ 

100 

:  62 

15  ' 

15 

a 

100 

;  40 

37 

18  « 

"5 

ion 

:  71 

15  . 

'  11 

/  3 

AW 

:  50 

29 

•  14 

•r  7 

■  inn 

64 

19 

11 

'  ^  6 

«  '  100 

49 

22  ■ 

24 

•5 

100  * 

61 

23 

11 

5 

<  100 

37 

23 

'34 

100 

16 

53 

22 

9 

inn 

-  61 

16 

21  ♦ 

2 

100 

32 

20 

5 

1^00 

59 

12 

25 

A 

'  ^  100 

66 

7 

23 

2 

xoo 

29 

29 

32 

10 

100 

.  33 

16  i 

49 

2 

100  , 

25 

.   .  34 

31 

100  : 

4' 43 

IQ  \ 

31 

1  * 

100 

46 

29 

8 

'  100 

45 

20 

24 

11 

100 

'66  * 

16 

15 

3 

100 

40 

22 

,  33  ' 

"3 

100 

61 

 ^11  ^ 

17 

4 

 100  \ 

7l' 

.  17 

10 

2 

100 

60 

19  * 

16 

5 

100 

59 

14 

21 

6 

-  100 

63 

17 

__16  _ 

4 

 188^.^ 

52 

7 

24 

17 

100 

56  . 

20 

100 

 K 

20' 

19 

20  . 

5 

100 

^  ^  ^  1 

1/  Fattt  auppliffts  aarkating  or  procaaalng  of  farm  products. 
2J  Btjainaaa  acciviclaa  unralatad  to  production  or  markatlng  of  fara  products. 
,i/  Both  agrlbualnaaa  and  nonagrlbualnaaa.  ^ 
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ERIC 


ai67. 


TfliU  fr—- Dl«tilbutioii  of  corppratloxii  »coording  tj>  liajor  and  >fcti.con4try  builn^ii 


y   Vwnini  Mjor  activity    '|F«xndliis  ■•condaxy  activity* 


^^tata  and 

'  'ra|i6n 


••Fawlng!  With  othar! 
•    only    /  activltj^^. 


\  Faxmlns  ra^kad 


total - 


2nd 


Vrdjor 


!  'Totai 


total 


-17 


Kalnaw  •  •  «>  ^*  •••••••  ■'  40 

^  D««r  Haiipahn*.  •  •  •    • »  ^  62 

.Vaxaont»»«*4^«** >  ^ 
i  Itelaachu^atta,.*...*^:     71  ,  t' 

Kkoda  lalanil.  50  29 

Coi»|j8P^t'lcut*Pv^...:     64  «'12  ; 

Raw  Yojk.  •  •  .U  49  9^ . 

Ka/^Jaraay.'*/...^...:,^  61  10'^ 
^^annaylvanla...*^****:     37  _  10 
^  Palawura .  i» . .  l6  — 

^  Hatxil^nd*  *  -^g*^  61  t_    3 . 

Nortiliaaat*. 


Waat  VlrgitftaV 


65 

^  49 
79 
79 
76 
55 
71 
47 
X6 
64 


-Fi[rcant->- 

29 
31 
51 
19 
21 
19 
38 
25 
47 
6& 


■  7  ^ 

• 

4'' 
4 
6. 
16 


35 
38 
51' 
21 
21 
24 

\l 
^3 
84 

36 


ICantttcl^., 
,  Xannaliaaa.V* » • 


Appalachian* 

Soutlp6l£otlna. 
Gaorgj^a^.^ 
Florida* 
.AlabaoM**  •••••• 

'  Southaaat.t 


Mlaalai^lltP^*  •  •  •    •  • 
Aslcafifaaa » 
Loulf^ana*  •  •  •  •  v^f  ^ 
Dal^a  4Stiktaa«.  • 


Taxaa • • w« • • « • • » • •>  i»\ 
,  Sbuth«cn  Flaina.  •  ^ 

.  IT  -  ■        •  t  :■ 

•25  Stataa;....*. :  56 


100 

100- 

i6o 

100 
.100 
100 
100- 

loo 

100 
100 


:  59; 

.9  : 

68 

31  ^ 

32 

100 : . 

s  68^ 

2  • 

.  70 

27 

^  3 

'30 

.  100" 

«  4.  29'  ' 

V.14. 

43 

-^44 

13 

57 

io(i 

»  .    33'  ,  - 

7  ^ 

40 

56  , 

60 

100' 

:     25  > 

11  •  ' 

36 

54 

10 

64  ' 

.  10a 

10 

41 

t     48'^  ' 

12' 

/  60- 

30  - 

Jo  . 

40 

100 

45  ^ 

a3 

.   58  4  * 

35 

V  7 

42 

100  . 

:  ^66- 

10  ; 

.  76. 

23 

1  . 

24 

100 

5  60 

.16 

56^  . 

2 

106 

z  61 

10 

25  . 

.  4- 

29 

100 

:  71 

V 

78 

20  , 

5  ' 

22 

.  nIOO 

i  60 

16 

76  'c 

;  4 

-  24 

^-  ■    too  ' 

:  59^ 

75 

22  ^ 

■  3 

'25 

160  . 

:      63     «  . 

13' 

'  -76 

-21 

"  3 

,  24 

100 

1/  Groa*  aalaa  waa  uaad  aa  a  baala-  £or  ralatlya  rankin^ta. 


4 


ai68 


\ 


T*bi«  7.— Diitr Ration  of  corporation*,  by  typ«  of  corporttlon  thd  nztsnt  of  btitlnsss 
inttrtiti,  pel«(;t«d  rtgloni,  1968  • 


Region  4nd  typ« 
of  ^cojfc^rstlon 


Northsttit 

Indivldtuil«  • 
Family. ^ 

Othsr  t*  

Total  ,  

■•^  . 

.  Appv^kchlan  . 

Individual  

Family. . ,  ^  /. , ;  

bthar  

Total  

Southaait  excluding  Floridii- 

Individual  

Family,..  •  

OtHar..  ....4..  

Total..  

.  ' 

Florida 

'  Individual.  . . . . . 

FamUy  

Othar......  v.... 

Total.  

Daita  Statas  ^ 

Individual  , 

Family. ...  4 . 
Othar  


Southern  PUlna 
Individual*. . . 

'Family  

Other.*. ...... 


25  States 

IndlVlduel. 


T6tel. 


;  Ferming 

!  only 


Farming  .pltia; 


Aftrl^  ;  Nonegrl-^  ] 
bualnf  aa  XJ\  bualnwa  2J  \ 


Coobllnatlon 

*  1/' 


*  '12 

21 

IS-* 

. :      81  ^ 

*  Ctk 

54 

65  , 

19 
100 

22 

*  13 

1 9 

100  If 
25  . 

100 

64 

24 

100 

25 

10 

11 

100 
24 

100 
16 

63 

59. 

68 

26 
100 

17 
100 

16 

100' 

\ 

*  18 

1 1 

Zh 

16 

52 

59  ^ 

68 

17 

16 

100 

100 

r  5 

10 

19 

* 

14\ 

:  80 

59* 

50, 

:  15- 

31 

31 

14 

:    100  *  ' 

100 

100 

100 

:  12 

18 

21 

27 

:  72 

59 

53 

60 

:  16 

:>roo 

23 
100. 

26 
'100 

13  .  ^ 

I      13  ? 

13 

*  V  23 

100 

16 

:  71 

61  : 

52  ' 

63 

i  16 

26 

25"^ 

21 

1    100  ' 

100 

100         '  ^ 

1/  Farm.auppllea;  marketing  or  proceiilSlng  of  ferm  product^^. 
ZJ  Business  activities  unreleted  to  production  or  marketing  of  f*rm  products. 
^  Both  egrlbuslness  end  jionagrlbuslness.    '  ^ 
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T«bU  8«-^r«'v  op«r«t«4  p«r  eoi»pr«tlpn  br  Mttttt  of  butlntta  liit«rMta»  25«8tat«9« 

196er  1/   "  ' 


FArmlnf  plus 


8t«ttt  and 

f$±on 


»  only 


Agrl<^  o  nonagri-       ;  uoaoina* 

busln^iiPl/    :    buslnaM  ^  :    tlpa  ^ 


Konagri- 


■«  •  •  •  •  •  *  f-*  • 


'  Kftlna. 

Haw  liuiptblrs* 

VarMontf, 

Katia^hutatts. 

WMda'^Iiland.. 

Ooimactlcut... 
'  Kaw  York* 4 f. 

Nav  ATaraayt. 

PatmayLvanla 

Dalawara«««« 

Kavyland.... 
Northaaat. 

Virginia.,.. 
Waat  Virginia 
Horth  Carolina. 
KantuclQf . 
Tannaaaaa 
Appalachian. . . 

Sotitb  Carolina. 


Alabama.. . .»..«•.... . • 
Southaast. ....... .V. 

Hiaalaalppl....  1. 

Arkanaaa. . .  ....v*....!^ 

Loulalana.  

Dalta  Stataa...*.*.. 

OlclahoMa.*..».*»  

Taxaa«.  

*  Southam  Plalna*.<.. 

25  Stataa  


:  2,075 


• 

: 

'  5^5  \ 

522 

12,792 

225 

: 

255 

763 

300 

535 

541 

820 

414  • 

601 

288 

636 

257  " 

I 

4;y 

130 

588 

366 

717 

•786 

611 

687   '  • 

597 

494 

1^274 

530 

419 

374 

451 

439, 

'  669 

;  422. 

738 

627 

985 

5^6 

488 

: 

969 

807 

580 

573 

629 

799 

702 

J 

1,082 

1^392 

Jl*519 

1,892 

605 

304 

1,419 

3,556 

'■  •  • 

i;272  'A 

1,349 

2,316 

,  2.036 

760 

571 

970 

780  »  ft 

832 

1.278 

2.166 

1.2?;: 

1-211 

_   1-651 

 1.678  

1,349  V 

1,197 

4^090 

1,120" 

1,657 

1.559" 

~  2,193 

1,826 

« t 

1,803 

3,770 

f  6,614 

14<412 

t 

1.907 

1.173 

885 

3.199 

1.771 

3.016 

7.762 

2,086 

3^085 

5.0^7 
,  2,568 

'  10i315  r 

1»913 

1,985 

t    ^  2,140 

6,104 

2.102 

4.101. 

4.086 

3.699 

?.032 

2.926 

3.020 

1,751 

*  635 

4,760 

4«080 

8.862 

3.653 

7.993. 

*0.955 

2,084 


3,VI2 


8,383 


XJ  County  unit  baala;  l.a. i^^rporatlona  having  oparatlona  In  mora  than  ona\county 
or  Stata  irara  countad  at  aachnNili  location. 
'       tmttk  auppliaa;  markating  or  procaaatng  6£  farm  ijroducta. 

2J  Buainaaa  actlvitiaa  unralatail  to  production  or  liarkatlng  o£  farm  producta. 

^  Both  agribuainaaa  and.  notiagrlbuainaaa* 
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Tabla  9— Wttyrllmtlon  q£  corporatlont  by  grott  Mitt  of  Utm  productt,  t^ltcttd 

rtgiont,  1967  XJ  ' 


Grott  taltt  of- 
taxm  prq^ctt 


Korth- 
'  tttt 


Apptlt- 
chita 


South  ; 


FJLorida  e  Dtltm 


Southtrn 
Plaint 


25 
Stuttt 


Utt  thtn  $2b»000.. 

$20,00p-$39,999  

$40,000-$99,999..».; 
$10O»O00-^199»999..: 
$200,000-^499^999.,: 
$500,000  ot  »ort..«: 
Tottl*../.  

Nunbtr  rt^orttd  


17 

.  35 

23 

26^ 

11 

29 

22 

la  ' 

15 

13 

16 

11 

10 

13 

*  28 

21 

22 

20 

24 

2A 

24 

18 

14 

17 

'  14 

28 

14 

it 

14 

8 

14 

13 

V  17 

9 

13 

10 

7 

'11 

11 

9 

10 

10 

loo 

100 

100 

909 

623 

345 

k 

1,009 

"  726 

363 

3,975 

U  County  unit  bttlti  Ut.,  corporttlont  having  optrttlont  In  aort  thtn  ont*^counfr 
or  Stttt  wtrt  counttd  «t  itch  tuch  location.  - 
^   jj/  Ixcluding  riorida. 


f. 


7 


19 


ERIC 
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T«bl#  10.— Dlitrlbullbn  of  corporation*  by  groM  Ml*!  o£  Urn  product*  accdraing  to 
•xttnt  o£  builnttt  Itittrttti,  atltcttd  rtglonv,  1967  1/ 


Region  and  grots  Farming  ; 

MUs'^ofi' fans,  products     .  only 


Farming 


Agrl-" 
butlntss. 


Nonagrl-  I  Combination 
^buslntta  2/  M 


Morthaast 

Lass  than  $40,000  

$40 ,000-$99  ,  999  < 
$100,000-$199, 999.:. 
$200,000-$49$,999« • 
^SOO^OOO^or  mora*** 

Total  •  •  

Numbar  raportad*. 

^Appalachian 

Lsss  than  $40»000  

$40,000-$99,999  

$100,000«$199,999  

$200,000-$499,999  

$500,000  or  mora..../^.... 

Total..  

Muabar  rapoxtad.....« ..... 
*■  '  ^ 

SoutVaast  axcludlng  Florida 
Laiia  than  $40,000. .. .'«•••• 

$40\000-$9i^,999  

$100\000-$199,999  

$20OA000-$499,999. . . .. , ^ . 
$500a)00  or  mora....*4.«-.« 

Tot\l  

Mumbar  raportad...«  

Florida  )j 

Lass  than  $40,000  

$40,000»$99,999.^  


$500>000  or  mora.. 

Total  f. 

Munbar  raportad«A^. 


-Jbttfitnt  


t 

(  18 

30 

3*> 

^7 

♦     '       J/  ^ 

I 

35 

22 

52  1 

20 

20  , 

13* 

13 

I 

17 

14 

7 

15 

10 

14 

*  4 

100 

100 

100 

100 

^? 

208* 



 ^fi-  — 

t 
• 

43 

36 

69 

Art 

26 

21 

.  14 

19 

13 

*  8 

15 

8 

'  15- 

4 

4 

15 

5  ■ 

13 

s 

100 

100 

100 

100 

y 

263 

124  ' 

40 

t 
: 

28 

28  . 

59 

29 

s 

25 

15 

25 

,  23 

t 

20 

IV    ,  . 

-  6 

32  * 

I 

19 

17 

5 

t 

25 

»  3 

% 

100 

100 

100 

100 

X 

150 



_3L  ^ 

X 

* 

45 

26 

46 

14 

X 

22 

14 

-  23 

; 

X 

15 

18 

11  < 

X 

12 

lis 

X3 

29 

X 

6 

26 

9  , 

35 

X 

100 

100 

100. 

100 

X 



160 

143_ 

28 

ERIC 
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TtbU  lO.--Dlitrlbuclott  of  corporttloni  by  gvoti  mUi  k  £m  prockicts  iccordltii  to 
txtftfit  of  buiin«ii  inttrtiti,  Ml*cttd  rtgioni,  1967  JJ!  (C<mtliio«5) 

IUtlon««d,ro.r^  '    I  r««l„g'— i  y^^im  Plu,. 

•    .la-  of  Um  product.     ;     only     j  '    Agrl-        [    Aonagrl-  *  '  Cb^inatKm 
•-  t  ,   buiintii  2/  ,    bu<iin<ii  ^    *  j^/ 

L«M  than  $4b,00a.i t        1.7  18  LtT  ^i 

$100,000-$199.999  t         34         .18  ?8  ^  IK 

$200,000-$499,999...   18  22  >  l  n 

$500,000  or  aori  3  27  5  I, 

Huiibir  rtporud  t       457  m  lu  

Soutbtm  PUltti  I  I 

Uii  than  $40,000  ;  36               25  57  90 

$40,000-$99,999..   37               27  /          20  I 

^   n00,000.$l99,999  t  14               17  '             9  ■ 

$200,000-$499,999,..  »          7               13  9  "  ' 

$300,000  or  Mor  :          6  le  5  I7  " 

^^t«i......   io5  inS  •  'igU 

Kuirt)«r  report  td  :       192  "7  g^^V^ff^^ 

'  25  Statttfl                               \  *  ; 

Uii  than  $40,600.. »  :  3I  *         29  ^  \.    .      00  '  - 

^  $40,000-$99,999   29  W  j?  ?| 

$100,000-$199.999*..  ,  20  17  11  T7  ' 

$20O,0OO-$499,999.;   14  16  .7  \     \l  ^ 

$500,000  or  «ora  s  6  .  5  . 

Total • . . .  , . . . t  100  too  ,     ^  155  Tj^Y^r  

Mt^bar  taportad   >204  _      769V^  .79S>  .[97 

«^  Iw-^""^  ""^^  ^•i^"'  ^•^M  COKP^ratloni  having" oparatloM  In  aora  than  ona  coi«tv 
or  Stata  vart  counttd  at  eech  audW  locttlon.       .  coincy 

2/  Fttii  auppllai;  Mrkatlng  or  procaislng  of  fam  product!.  '  . 

'i/  4;"^''^^^"  unralattd  to  production  or  Mricatlng  of  ft™  ptoducti.  ^ 

•    y  »?th  agribusintst  md  nonegrlbuslnass«  ^  i^o«uct«. 


.  21 


ERIC 


s 
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TaBltt         Dlatrlbutlon  of  cotfforatlons  wich  grofi  jiaIm  of  ^lOOyOOO  or  wox%  •ccordlng 
to  typ«  of  corporation,  saltcttd  rtglons,  1967  1/ 


Gross  salss  of 
far«  products 
and  typs  o£ 

corporation 


$100,000«$199,999 

Individual  

rivally.....  

Othsr.,/.  

Total.*.  


$200,000-^499,999 

Individual  

Faaily  

Othsr**  

Total....r**.< 


$500,000  or  aora 

Individual  

FsMily  

^MikChar...  

Total* 


Kagloit 


Morth-»*Appala- 
•ast  .  chlan 


South- 
aast 

7J 


i  X 
sPlorlda:  Dalta 

1  "  I  5 


^Southam 
nalns 


I  CorparaM 


10 
80 


16 
6$' 


10 
71 

-12_ 


11 
6i 


12 
73 
13 


6 

76 


10 
71 
19 


m  m.  100         100     -  100  100  i?o 


6V 
420 


J2L 


7  1«^ 
76  66' 


100  100 


14 
55 


13  Q 
60 
-22_ 


11 

64: 


10 
67 

-21. 


10 
63 


100  100  100 


46 
278* 
U8 


5 

,61 


100 


7 
60 


.  100 


14 
56 


*100 


9 
52 


xoo 


14 
46 


100 


18 


100 


9 
53 


aoo 


34 
118 

025^ 


357 


'  '  ■      ■  ■  ■  — '  ;  — "  "   '  '  M  , — , 

1^/  County  unit  basis;  l.a.,  corporations  having  oparatloos;  In  aora  thaa  ona  county/ 
or  Stata  vara  countad  at  aach  such  Jlocatlon. 
^  2/  Excluding  Florida, 
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T«bl«  i2t— Munbirydf  corpoxttlons  r«porcln|  ipaclfltd  crops,  by  stl'tctad  ragloniy 

.      1967  U  ^ 


Cro'^f» 

I 
: 

Kortli-  .  App«l«~ 
•a  at    ;  ehUn 

tSouth- 

»  ••St 

:  2/ 

s  ? 
(Florida  : 

:  I 

Delta 

*  Southern 
Plains 

'  ^  25  / 

t 

*  Stat as 

I 
I 

362 

186 

66 

96 

25 

1,150 

126 

«  52 

•5 

205 

,  94 

664 

156 

99 

11 

65 

"  167 

739 

453 

314 

153 

65 

156 

115 

1,256 

71 

134 

102 

7  ' 

479 

16 

609 

66 

11 

™ 

25 

5 

2 

131 

17 

— -  . 

• 
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*  21 

61 

90 

«— 

<151 

32 

220 

46 

20 
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9  « r» 

320 

73 

106 

2 

376 

115 

674 

X 

— 

117* 

15 

133 

1  * 

.21 

— 

14 

149 

/»o 

66 

30 

""5 

1 

102 

30 

•  It  ' 

26 

6  " 

I 

2 

79 

551 

557 

ttuXttf  othtri  and 

t 

^6 

.  ,■  26 '  -^l 

* 

.  13' 

32 

?^i6 

6 

173 

22 

6 

•  % 

11 

2 

r  1 

46 

V«$«t«bl«s>  othars 

And  not  ip«ct£l«di* 

97 

19 

11 

50 

6 

16 

201 

Gr««n  hou^  tnd 

46 

'  6 

5 

42 

1 

2 

104 

s* 

1 

XI  County  unit  bails;  l*a*,  corporatlona  having  operations  In  iik>^  than  ona  trounty 
or  Stata  vara  countad  at  aach  auch  location.    Kumars  sho>m  should  not  ba'^^oaiparad 
dltactly  with  tha  total  nunbar  o£  corporations  bscausa  o£  l»cdi^>lata  reporting* 

2J  Excluding  Florida. 
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\  T«ibU.  13*'*«^v«vs|*  actMgM  of  ip«clflc  cropi  p«r  cotpo«aKion»  atltcud  rtgicmfl. 

41967  I/* 


1? 

Cropi 

*  Kotth-  • 

Appal 0^ 
chian 

: South-:  s 
:  aaae  sFlorida  i 
t  2J    i  t 

5 

Dalta  t 

Southam 
nalna 

25  ' 
8tataa 

■  . 

  1  ' 

Corii 

f  177 

171 
1/1 

.  252^ 

31^ 

t  AA 
100 

556 

X97 

X  66 

70 

lOA 

450 

•  3  OVI 

ai 

166 

176 

293 

Ada ' 
498 

T  221 

Hav       .        ^    A  • 

1  99 
1&& 

157 

167 

2U1  - 

248 

161 

•       91 0 

•  *yo 

«  *270 

561 

1,054  .' 

210 

735 

1  707 

1,140 

»  » A 

/360 

456 

■SliftAir               .  .  .  .  1 .  .  .  m 

J  2ii 

1^1 

13Jl 

202 

^,64r 

1    1  O  K 

****** ' 

^,738^ 

S  274 

^  iA 

^10 

>  ^23 

68 

40 

CottOtt***  •«•••••• 

1  91 

*  54- 

A^i 
AJl 

289 

324 

f  * 

40 

1,1UD 

A77  ' 

A'«  , 

l^H 

130 

81 

256 

131 

-I     899  / 

.  699 

.S  257 

332 

244 

30 

276 

131 

353 

169 

120  • 

106 

212 

$64 

3o4 

Fruitfly  Qtha^  and 

:«  1,2AA 

256 

,  a52 

^9 

414 

237 

659 

1 t     113  • 

562 

120 

349 

.51 

50 

9i1 

Vflg«etbltfl»  Qtlur  and 

.1^  462 

344 

54 

921 

87 

340 

52r 

GrMn  houfl«r  ai)d 

.S  229 

859 

131 

143 

_  300 

•.  J' 

» ■ 

Total  acrtfl  gf  all 

,fi  450 

223 

167 

511  ^ 

961 

246 

2,558 

X/  County  unit  baala;  i.a*.  corpora£l*ona  havln$  opar*tlona  in  »ora  than  ona  county  - 
or  Stata  vara  countad  at  aacn  iuch  location*  . 
Zl  Excluding  riorfda.  '  '  .  . 
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^  ♦    '  rulon»,  1967  V  ' 

S|  ;=:::::?::::::::;.    .  's'  ■«  -   ^    >  4. 

K«k.t  hog.  wld  ,     31  63  39  .       •         20'   ■     V  m 

 :  21  23    1'  4  V     if  ."  ;„ 

  30^  26  6  U  U  7  11 

IrolUr.  Mid....   39  IS  ly  i  „  2  94 

Uylnghm..   |3  46  60  le  '  34  U  237 

Turloy.  .old..... j  19  t             .  ,^9  '*  «' 

i/  County  jwlt  ba.l.j  1...,,  corpor.tlon.  havlqg  optnfclona  In  aora  tlin  on«  county 
or  Stato  w«rt  counttd  at  tach  «uch  location.   Hiabtri  ihom  thould  not  bt  cowiaitd 
'l/li^lX'SloJJS:!  corporation,  bicau..  of  Inco^l.t.  r.porthT 

•Tabl.  W..^v.rat.'^uib«  of  h.ad  of  ipoclflod  Uva.tock  yar  corporation,  Ml«t.* 

rtglon.,  1967  JL/ 


J  :     .4/'  ^  ^  

^     ^  J-  ^>,„^,»^,,^.,J*-,:uH^V  ^^^^  ^  ^ 

SIJi:    ::::::::::::::  i§j    is   jjs  S^i  ^ 
 ] — M_  11.  '^^7 

I     ^^^^^^^^^^^  hMi  f 

SJJii'i!:;:  *  "r' ^'^^       2,000  1,973  M20 

tJJil5.   *  '      W  A«         90       107         170  '137 

 *       14         226        108  90  256 

 r  ^  £—    

■Jl/  County  unit  Utiii  l..,.  coriN)rttloni  h«vlnt  optrmtlont  In  »or«  ehtn  on« 
fle«t«  wcrt  vountid  at  Mch  such  location. 
2/  Kjctludinc  Florida. 


I  25 
I  Itftts 


1,323 
187 
^  348 
249 
,992 
rl24 
1,023 
 21. 


1»3U 
92 
124 


county 
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T«blt  16««-Diitribution  ot  corporations  by  ipproxlaau  7««r  tbty  b«§iii  fandfis  « 

corporation*  s«lMt«4  ragiont 

.JL^    I  .1    I  ■ 


Typ«  of  corporation  *  Horth-  \  ^P?*^»-^  I^JH^t"! 


An4  7Mr 


MSt 


chititv 


FIori<S« 


r  D«Ita 

I 


8outh«m 
Plains 

 £.  


25 
itatas 


lafora  I960*»^.f(*...i 

1960-66,.. «  

■  1967-68;,.. «  

Total.. ..«*.•>•..» 

% 

XmUJx 

lafora  1960..W  

1)60-66.'.  

1967-68..*.  

total........  

StthUi 

lafora  ^960  

1960-66...  ..T  

1967-68..  

Total.....,,  

All  corooratigns 

lafora  1960  

1960-66..,..  

1967-68....,*  

Toltal,,.,. 


t  53 

51 

55  ' 

56 

36 

34 

49 

t  39 

43  ^ 

35 

37 

52 

57 

43 

8  *  ft 

6 

10 

•7 

12 

\  9  ^ 

t  100 

100 

IDO 

100 

100 

•.'100  V 

;  ^0 

50  - 

3? 

52 

42 

35  ' 

.51 

8    *  35  ' 

AO 

42 

41 

46 

53 

41 

1  5 

10 

-  6 

'  12 

12 

0 

1  100 

100 

8-^  A6 

44 

45 

47 

47 

21 

44 

t  46 

49 

39 

47 

3r 

51 

45 

t  8 

'7  - 

16 

6 

16 

21 

11 

'  m 

100 

'100 

100 

100 

100 

I  57 

49 

50 

52' 

42 

33 

49 

I      37  • 

42 

■    41  i 

41 

,  45 

53 

42 

8  6 

9 

7 

13 

14 

9 

t  •  100 

loo 

100 

100 

100 

100 

100 

1/  Excluding  Florida. 
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Tabic  17«»-DiitrtWutiM 


•f  c«rfor«tl(mt, 

MlACttd 


»  by  tMHirc  of  1mi4  ojHtatcd  '.§k4  hy  typ^. 


Tyf  o£  coirporAtlon^^ 


vldual 
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-J  1  J. 


All 
obrpor«tlo«t 


Om*4  Mly*.«.»«...«,.». 
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'  «  . 

AypAlAcliiMi 

Owm«Nd  ofily..*.«  

ltMt»4  only  

"   Fart  okm4|  ]Mirt  r«ntM««* 
Total*  #  

Otfm4  only...«..  

Knitted  Mly***...  « 

Total*.  

Florida 

Oimad  only****.  

Xantad  only  

Fact  <Amad«  part  rantad*.* 
Tatal  •  

Dalta  Stataa 

Oimad  only.*.**  «••• 

Xantad  only.**,  

Fare  ownadi  part  rantad*** 
Total  

Sotttham  Flalna 

Omad  only*  «  

Xantad  only»*«».«  •••• 

Fart  ownad»  pare  xantad* 
Total.*..  ••••«••••• 

25  9 tat a  Total 

Ownad  only...««  «••• 

Kantad  only..*  

Fart  ownad,  part  rantad.*. 
Total.  

.    1/  Xxcluding  Florida, 
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9 

20 
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9 

21 
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100 
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t 
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1 

62 
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11 
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14 
23 
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Ts)il«  IS*-- A^trtf«  mcrtt  optr«t«d  p^r  corporttion^  by  t*mtrt  of  land  optr«tt4  tind  br 

typ*f  •tltctfd  f$ionMp  1968  Xf 


1* 


Ty^  oi  corporation 

Xtgiona  and  tanura^  s 

1 

'  Indi- 

VlOUAJl 

;  Fa«lly 

s  t 
I     Otbar  : 

J  — t- 

All 
carporAtlona 

— —  

1 

* 

XartbMat  t 

«. 

457 

476 

734 

514 

1^035 

1,515 

1,217 

fare  own«d»  part  rantad«»««s 

620 

631 

•31* 

1,211 

Ml 

962 

2,169 

Xafita<i  only*                t'a  • 

li700 

1,005 

2i293 

>  1,477 

Fart  MffMid^  part  rtiita4««««$ 

1   at  K 

1,322 

2#9I0 

1 

JlfVi}* 

*                ■■      -  * 
SouthaAat  jt/  > 

1,346' 

1^745 

1,359 

1,601 

.  722 

536 

660  ' 

Fart  o«mad>  part  rantad««*k3 

1,973 

1,476 

4,45$ 

911 

florida  I 

968 

2y962 

3,910 

2,121 

447 

1*774 

•45  " 

1,210 

Fart  ownad^  part  rantad««*«t 

4t61Q 

9,126  ^ 

10,939 

1,917 

Dalta  Statat  I 

2,700 

2,351 

2*065 

2,351 

4,571 

1,733 

2,131 

l>760 

1,476 

5,095' 

2,113 

9outharn  Flaina     ^  t 

4,649 

12.640 

2,590 

9,222 

.4,554 

5,25% 

36,464 

11,699 

Fart  ownadr  part  rantadtf«««t 

1,715 

4,147 

.  1,944 

3,662 

29  f tata  total  t 

1,535 

2,605 

2,769 

2,^4 

2,221 

'  2,45i 

6,641 

3,652 

Fart  oifTMdy  part  ranta4««»«t 

-  -J  ^  — ..  .  .  t , 

1,463 

1,940 

>^5W 

2,148 

X/'  County  unit  baiiil  i«««»  carporAtiona  btving  aparatiani  in  »ora  than  iHM  county 
or  Stata  vara  cauntad  at  aach  such  locAtion.  Ayaraga  aeraagaa  cam^utid  froai  un«  ' 
raundad  data.         .  ^ 

j|y  Ixdudint  Florida » 
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UNtTED  STATES  DEPARTMENT  OF  AGRXCUtTURE 
Economic  Research  Service  ' 
Farn^  Provide ^ on  Economics  Division 


■  ■  .E-i:"R.R'A  T  A  '  ' 

■  - '^^^-';'^*"'  ■  ^    "S.  ■  \  ^ 

■  ■  .     ■  ■„  ;■  ■•    ■  >:,' 

rtUR'  31^000  URGENT  FARMS,  U.S.  Dept.  A|^r*,  Apr.  Econ.  Rpt.  No.  175,* 
March  1970.  , 

Par^  14,  tAblfe       unit  column*  opposite  vegetables— 
change/line  Zy  to  ''Actes  harvested"  and 
.  ^   chartifce  line  24  to  "Sale*  in.  dollars." 

Page  16,  CabXe  9,  unit  Qoluntt^  opposite  vegctisbles—  ' 
thartjre  line  22  to  "Sales  in  dollars"  and  ' 
chartpe  line ^  to  "Acres  harvested*"  • 

P^ge__17,  table  10*  coluinrt  1^  row  2<  oppdsit*  tobacco--*  , 
'    '  change  31 » 4  to  62*9. ,  V 

Page  2 3 ..  paragraph  i,  lines  7  aiid  8f  chan;?e  percentages  as  Foliowsj 

Bl  percent  to  79  percent 
,    t  ^4  percent  to  61  percent  i       •  ■ 

.  69  percent  to  . 64  piercent  '  . 

Fagfe  35 .  paragraph  2 ,  line  Z .  should  read— 

'%  .'^ope-tatoW  with  less  education*,  ," 


v. 
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PREFACE 


^^^*^H  fS??^H  b^ied  mainly  *on  information  showfl  in  a  ipedial  tabu- 
JfrtS^AA^  Census  of  Agriculture  data  for.  fartw  with  anrtuaX  aalea-of 

$100,000  or  more.  Thfc  tabulation  waa  obtained  from  the  Bureau  of  the  > 
Census,  Department  of  Comnerce.- 

'  vu       Thisjtabulation  permits  us,  for  the  f it:«V time,  to  present  comp^'re- 
)hensive  national  and.regi9nal  information  on  the  largest  farms,  by  sales 
«toup,  including  farms  with  annual  sales ^ of  $1  million  or  more.  These 
5  f  latest  and  only  data  available  nationwide  on  the  largest  farms. 
The  data  were  not  available  until  196^,  and  no  new  dat^a  are  expebted  for 
several  years  to  come. 

Administrators ,<  legislators,  and  the  general  jpublic  have  expressed 
Wl.aespread  intetfest.  and  concetti  with  respect  to  large-scale  farms.  This 
report  will  providr  information  that  should  help  put  issues  concerning 
these  farms  into  ptoper  perspective  ,Me8pecially  as  concerns  their  impor- 
tance in  the  future  organizational  structure  of  ag??iculture, 

.       '  ■  •  • 

\  acknowledgement  of  their  valuable  cooperation  is  made  to 

J.  Thomas  Breen^  Chief,  and  to  Arnold  L.  Bollenbacher  and  John  A. 
Blackledge,  Statisticians,  Agriculture  Division,  the  Bureau  of  the  Census. 
Acknowledgement  ia  also  due  to  Ella  S.  Wells,  statistical  assistant,  USDA. 
whose  competent  statistical  work  served  as  the  basis  for  this  study  . 


Note!    In  thli  report,  lize  of  fam  ii  dellneited" 

9M  foUoMit         *  ■■ 

Groii  lAlei 

The  lirteit*  $100,000  or  nor^ 

L*rje..,..,  ^.  ,$20,000  to  $99,999 

Medium  $.5,000  to  $19,999 

SmU   Uii  th«n  $5,000 

Within  the  "Urgtit"  fan!  liza,  farni  ^th 
■clea  of  $1  million  or  uora  ara  referred  to  a« 
"Top-Scale." 

Other  aourcea  frequently  refat  to"  tha  "largeat" 
fanw  (talea  of  $100,000  or  nora)  aa  "large-acala" 
famlni. 


Washington,  D.C.    20250    *  March  1970 
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^^J^  l^^Xr^^'^^^  ^^^^  product  kales  of  $100:000  or  more  «c- 

?iT?^Q  ^  ?•  nS'iSS  2^      million  or  more,  or  7  percent  of , all  g.lei! 
Sd  2ai:M'^£^i^ri;??i.£;'^'  of -$100,000  Sr  more,  and  408  fSria 

of  all  f2rS  afle!?!'  or  more-accounting  for  16  perceAt  and  4  percent 

xZ^t  ^P°r?*5?®  I'^Seit  farma  it  eapecially  pronounced  in 

.^rmmf^^        f?^'  while  farm;  with  product  tales  of  $100,000  or  ttorS 
Ser^nt  ln^?L^L^^^"^^  product  tal^t  in  the  North  ind  24  " 

m  ^    ^  the  South,  they  accounted  for  53.  percent  in  the  Wett  (tee 
^""^y     X.  concentration  of  a  relatively  small  numbtr 

Sroducf  .iJS'n^^?^:^^??^  ^*  evidenced  by  the  fact  tha?  524  faSSTwith 
^lli    Irn^t^A^J^  million  or.more*.-0.2  percent  of  all  farms  In^he 
wett— accounted  for  more  than  a  fifth  of  all  farm  product  sales  In  that 
n5nS^^^°T^;    ^i™*       this  size  accoSnSd^lS?  I  p"c"t  of  Sjl 
■  farm  product  sales  in  the  South  and  only  2  percent  in  the  Nbrth. 

all  f*2^^*^^^^"ft1n^^nSn"**^"'P^°^^£^"8  f«rras  accounted  for  42  percent  of 

I  uiT^'  with  $100>  000  or  more  of  sales  and  for  47  percent  of  their 

?4  neri-S;-n^"^??^5  ."J"  P°«P'  meat-Drodutfing^farma  «ccouS?ed  for 
of  thSriarke?iigf!"''  million  or  more,  and  59  percent 

II  ni^rJij;?  n^^i  f'J^S  °^^^5°^°£?.°^  had  121  million  Acres  of  land- 
11  percent  of  total  farmland.    This  acreage-viis  mostly  in  eraiine  land"— 
66  percent-followed  by  24  percent  in  cropland  and  7  perceS  in  wooSla^d. 

on  the  largest  farms  are  about  the  same  age  as  those  on 
^her  conmercial  farms,  but  they  have  a  higher  educational  attalSent* 

w^^K  S?SI5  yi^^  "-^S*  °^  $100,000  or  more  are  predominantly  operated 
r^r^  "^^^  P*r*=*  of        country,  such  as  in  the 

Snfl^.5!j  ^^f4i*''*.^^?^*f.?f8^^*'  many  Of  these  falis  are  famlly- 

iSrSit  C«lifomia  In  1964,  only  4  percent  of  all  sales  by  these 

tio5  WM  jrperJSSt    °°  f«mily-ope3?ated  units,  but  in  Iowa  thia  propor- 

f««„M^!I*J:*?'*5  fsrma  have  a  grtater  technical  efficiency  than  smaller 
il?^;^**  measured  by  ratios  sucE  as  acres  harvested  per  mathine,  yield 
d!^  imf?^?'*l2T*V^''.f"^*^-    However,  the  ratio,  purchased  Inputs 
SSIlUr  f^       ^    '  largest  farms  is  much  greater  than  for 


ili 


o  < 

ERIC. 


3176 

\ 

OUR  31,000  LAROESt  FARMS  y 

RAdoj«  Nikolitch,  Afrlcjultural  Eco/omlit 
Fam  Production  Ec9|f«a|ici  Dlvl/lOn 

INTROWCTIOlf 

* 

farna  wltH  anniwil  aataa  of  $100,000  or  mora  pf  farm  producta 
5f^/vJKfl*«*  m^rkatlnga  of'  $272,000  In  1964.  /  In  that  yaai!^,  more  than 
31,000  farmi  were  in  that  alte  claaa,    Thea/  farma  are  amall  bualneaaea 
compared  with  flrma  in  moat  other  commodlty-jproducine  induatriea.  How- 
evar,  thay  are  the  largeat  in  the  farm  icottjjuiy. 


The  aim  of  thia  report,  la  to  <fetermin£  the  relative  poaition  and 
^?^*?f  ^^•pd"  of        largeat  farma  in  American  agriculture.    More  apeci- 
fically,  tha  report  will  deacribe  their  typea  of  Aterpriae,  their  pro- 
duction raaourcea,  the  type  of  land  tenure  under  which  the  farma  are 
operated,  the  f«tm  operatora,  the  portion  of  farma  that  are  f*nily«  * 
operated,  and  how  afficiently  the  largeat  farma  uae  thair  production 
reaourcaa.    Thia  analyaia,  it  ia  hoped,  will  coptributa  to  a  better 
underatanding  of  tha  largeat  f ana*  in  U.S.  agriculture  and  mjtf»  alao  help 
to  anawer  queationa  often  aaked  a^oiit  large-acale  farming.    For  example, 
what  ii  the  teal  problem,  if  any,  preientad  by  •Mg  f|irma?   Do  thay  tend  * 
to  dominate  the^farming  induatry?    Ia  large-acale^farming  neceaaary  on  ' 
certain  Cypea  of  farma  for  economic  efficiency?  ' 


REUTfrVE  SALES  FOSItlOIf  OF  THE  IARGEST  FARMS 


^    In  1959*  19.979  farma  with  aalaa  of  $100,000  or  more  accounted  for 
0.5  percent  of  all  fiirma  and  mote  than  16  percent  of  total  farm  matket- 
inga»    By  1964  the  number  of  auch  farma  had  increaaed  conaiderably.  In 
SSS  3!;!^»  31,401  farma—about  1  percent  of  all  farma— had  aalea  of 
$100,000  or  more  Jind  accounted  for  almoat  a  fourth  of  total  farm  marketr 
inga.    The  number  of- farma  and  value  of  aalea  expanded  for  all  aalea 

'5^!!i"fSi\.^**f«S?**^«?l!  of  ^1  million  or  more  increaaed 

from  408  in  1959  to  919  ia  1964,  accounting  for  4.2  percent  of  all  farm 
producta  aold  in  1959,  compared  with  6.8  percent  in  1964  (table  1).  The 
importance^ of  theae  farma  variea  greatly  by  buaineaa  aize  ^f  farm  (ex- 
plained below)  and  by  region. 

Buaineaa  Sizm  ^ 

On  the  baaia  of  groaa  aalea,  all  Cenaua-reported  farma  Vere  claaai- 
fled  into  four  a i«e  group a  for  thia  report.    The  firat  group  includea 
the  largett  farma,  with  annual  aalea  of  $100,000  or  more.    The  aecond 
group  conalata  of  large  farma  with  annual  aalea  of  $20,000  to  $99,999. 
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Th«  third  Krouti  li  coapoied  of  wgdltim-ilzgd  farmi.  with  anniul  fa  lei  of 
$5,000  to  $19,^99,    The  .fourth  ^roup.  Mil  farwi.  Includea  all  fanat 
with  lalei  of  leii  than  $5,000,    Theie  tarmf  art  ■mall  conwerclal  unlti 
♦that  provide  Inadequate  employment  for  farm  op^ratora  and  Income  .f6r 
their  famlllef^r  they  ar*  part-time  and  part-retirement  unlta-^/ 

Change!  »ln'  fire.  In  theie  fojur  groupa  from  1959  to  1964  Indicate  i 
continuing  t fend  toward  fewer  and  larger  commercial  farm*.    Medium-  and 
large-ilzed  farmi.  In  1964,  atUl  accounted  for  the  largeit  part  of  f«r» 
aalei  (68  percent),  current  farm  operating  expcniei  (62  percent),  and 
ferm  teal  eitate  value  (65  percent)  (table  2)*  A 

Four  additional  obiervatlona  are  relevant  for^MeJ^itandlng  the 
meaiurement  of  farm  ilze  by  grpii  lalei  and  the  economic  Importance  of 
farmi  In  different  alte  itctori.  '  •  * 

Meaiurement i  Between  Time  ferlodi 

»        Some  economliti  have  Indicated  problemi  In  uilng  grot*  falei  ai  a 
neaiure  of  ilze*    For  example,  Mlghell  polnti  out  that  *'tW^  uiual  com- 
parliona  of  numberi  of  farmi  by  economic  claiiet  between  two  perlodi  In 
which,  tHere  hai  been  a  general  growth  in  ilxe,  letm  to  ImpXy  ■  faiter 
rate  of  growth  on  the  part  of  large  farmi  than  li  actually  the  caie, 
Thli  li  becauie  a  fixed  let  of  lalei  claiiei  cuti  dlfferefit  lictori  of 
the  frequency  dlitrlbutlon  approphrlate  to  each  period.** LUilng  torenz 
curve  analyili,  he  avoided  the  blaitnd  found  tfut  groii  lalei  per  farm 
Increaieii  only  lUahtly  more  In  the  higher  percentlle«*2A  The  author 
of  the  preient  li  not  a  critic  of  groii  galea  ai  «  meaiure  of 

farm  ilzc»3/ 

In  t  erf  am  trade       Farm  product!  ^ 

Increailng  apeclallzatipn  among  fanner«,^ai  li  well  known,  i§  aiio- 
elated  with  a  conilderable  Increaie  Jin  purchaied  Inputi  needed  for  firm 
production*    What  li  not  lo  often  tnbught  of  li  that  thli  Increailng 
ipeciallzation  li  a«iocl«ted  alio  with  an  Increailng  degree  of  Interfarm' 
lalei  of  farm  producti.    That  li,  more  and  more  farm  product!  in  their 
different  proceiilng  itagei  are  traded  lucceiiively  to  different  farma, 
moitly  by  dealeri  but  alio  anionK  farmera,  before  theie  producti  go  to 
nonfarm  market!.    Thui,  the  amount  of  Interfarm  trade  inflate!  coniider- 
ably  the  reported  value  of  groii  lalei  by  any  group  of  farm!,  eipeeiaXly 
liveitock  fanii*    The  extent  of  thli  inflation  equali  the  coit  of  agri-  ' 
cultural  product!  paid  to  the  fanner  originally  producing  theie  product! 


I 

1/  Part-time  and  ^art- retirement  unit!  are  imall  noncommercUl  farm! 
with  lei!  than  $2,500  of  farm  product!  *iold  annually,  «nd  they  are  more 
reiidentlaX  than  productive  farmi.    Nonfana  occupitioni  a^  the  roiin  icNirce 
of  Income  on  part-time  uniti,  and  varioui  retirement  benefit!,  ai  well  aii 
nonfarm  occupation!,  are  the  main  fource  of  income  on  part-retirimtnt  unitf. 

2/  Ronald  L.  Mlghell,  paper  given  at  annual  meeting,  American  Aiiocia- 
tlon  of  Agricultural  Economliti,  University  of  Kentucky,  Aug.  19*^23^  1969. 
.   3/  See  thli  report,  lection  on  buiineii  lize  of  farmi,  and  Radoje 
NlHPlitch  and  Dean  E.  McKee,  **The  Contribution  of  the  Economic  CUiiifi- 
cation  of  Farmi  to  the  Undetatanding  of  American  Agriculturej"  Jour,  of 
Farm  Econ..,  Vol.  47»  No.  5,  Dec.  1965,  pp.  1545-1554. 
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and  is  reflected  In  gross  sales  of  the  fanser  buying  the  products.  In- 
foCTWtJonls  not  available  to  determine  exactly  vhen  and  in  whet  fom 
fens  products  bought  from  other  farms  were  resold  to  nonfarm  loatkets. 
However,  that  pare  of  ^he  <:ost  of  such  purchases  peld  to  original  pro- 
ducers on  the  selling  farms  provides  a  good  indication  of  the  proportion 
salei^*         **       included  by  fermers  In  reports  of  their  total  gross 

Interfarm  trade  Increases  with  the  site  of  farm.    In  1964,  such 
trade  amounted  to  27  percent  of  gross  sales  for  farms  with  $100,000  or 
more  of  sales,  and  36  percent  for  the  919  imits  With  sales  of  $1  million 
or  more  (spp.  table  1),  ^  • 

Business  size  of  Fsrms  . 

Interfarm  trade  can  roieasurc  fairly  accurately  the  over estimation  of 
net  agricultural  production  on  farros  as  a  group.    The  Nation**  largest 
farms  hsve  produced  considerably  fewer  farm  products  in  a  value-added 
Sense  thsn  would  usually  be  estimated  from  their  gross  sales.    But  this- 
fact  does  not  lessen  their  economic  importance  or  business  size  in  other 
tespects.    The  Importance  and  siase  of  a -business  is  deterrftined  by  the 
value  of  its  purchased  and  nonpurchased  inputs,  as .well  as  by  the  value 
of  its  output.    Buying  and  selling,"  as  well  as  msnaging  and  working,  are 
all  important  economic,  activities  and  together  shape  the  size  and  the 
economic  Importance  of  a  business.    For  example,  in  a  value-4idded  sense, 
cattle  fecdlots  have  relatively  little  net  agricultural  production.  How- 
ever, as  "buyers"  of  steers  and  feed  and  as  ^sellers"  of  large  nuobers 
of  fed  cattle,  chey  influence  and  greatly  control  the  supply:  marketings, 
and  quality  of  these  farm  products  in  a  given  region,  if  not*  nationally* 
Thus,  the  value  of  net  agricultural  production  of  large  feedlots  (capa- 
city  of  1,900  head  or  more)  was  estimated  to  hsve  been  less  than  $99 
million  in  1964,  or  only  7.3  percent  of  the  value  of  all  cattle  slaugh- 
tcifed  in  that  year.    But  it  was  also  estlmatfd  that  such  large  fecdlots 
accounted  for  a  fifth  of  thie  total  "roarketing  of  all  cattle,  foir  slaughter 
(app*  table  2),     ^  . 

Small  ITnits  * 

\  '     Units  with  less  than  S5,000  of  arc  probably  < not  ^the  farms  of 

the  future.    But  they  continue  to  be  an  important  part  of  the  farm 
economy.    In  1964,  U8  million  small  farms  had  sales  under  $5,000. 
Together,  these  farms  sold  $2.8  billion  of  farm  products— 8  percent  of 
total  nationwide  sales— and  accounted  for  23  percent  of  total  farm-  real 
estate  value,  and  9  percent  of 'the  main  purchased  farm  production  in- 
puts.4/   More  than  52  percent  (about  -6  million  people)  of  the  total  farm 
population  lived  on  these  ifeiall  units-,  where  farming  is  mostly  e  part- 
time  oc  cups  t  ion  and  a  secondary  source  of  family  livelihood. 5/  However, 

^in  1964,  total  value  of  marketings  of  small  farms  was  higher^than  that 
for  the  few  farms  with  sales  of  §1  million  or  more.    The  economic  and 
joclal  significance  of  these  aspects  of  farming  orgsnixation  can 

hardly  be  overestimated. 


4/  In  1964,  small  farms  accounted  for  (by  value)  8  percent  of  all 
corn  produced,  9  percent  of  wheat,  25  percent  of  tobacco,  5  percent  of 
^  percent  of  all  cattle  and  calves  sold., 
2/  1964  Census  of  Agriculture^  Vol.  2,  Chi  6,  table  15,  p."  641. 
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Rgglonal  Dlffgrencifci 

Thii  economic  Import «nce  o£  Urge-icale  farming  dlfferi  greatly  by 

SeogTAphlc  regloni.    Fftmi  with  iilei  v£  $100.000, or  tnore  Accounted  for 
2  percent  of  totcl  1964  firm  marketingi  in  the  Northt  24  percent  in  $:he 
South)  end  53  percent  in  the  Weit.    Theie  differencei  ere  even  nore  pro- 
nounced for  iatmu  with  lelei  of  $1  million  or  more*    In  1964,  luch  fermi 
accounted  for  only  2  percent  of  totel  £em  merketinfi  in  the  North  end 
5  percent  in  the  South*    However,  in.  %he  Weit,  the  524  topicele  femii 
accounted  for  20  percent  of  ell  farm  aalei  there  (aee  map  on  ineide  ^ 
cover  and  app*  table  3)*  . 

A  more  complete  regional  anelyiii  ii  poiiible  for  the  Nation'e 
largeit  farmi  when  they  are  coniidered  ei  one  groMp*    They  are  concen- 
trated in  the  Pacij^ic,  Mountain,  and  Southern  Plalni  regioni  and  in  each 
region  havf  a  different  economic  importance*    In  X964,  xarmi  with  lalei 

$100,000  or  more  accounted  for  59  percent  of  all  farm  lalei  in  the 
Pacific  region  and  35  to  40  'percent  in  the  Mountain  and  Southeait  re- 
gional but  leii  than  10  percent  in  the  tiake  State«t  Com  Belt,  and 
Appala6hian  rogioni  {table  3).  r        '  ' 

The  economic  importance  of  theie  fami  differi  even  more  by  indivi- 
dual Statoi.  California  alono  had  22  percent  of  the  total  number  and  25 
percent  o£  tho  total  lale*.  '  .  . 

u 

Average  1964  salei  were  higheit  in  Arizona,  Florida,  and  California— 
5436,000,  $406,000,  and  $342,000  reipectively.   They  were  only  about 
$200,000  in  all  Statei  in  the  Corn  Uelt  and  Lake^tates  regioni  (app. 
table  4)* 

Mcaiurlng  the  economic  Importance  a£»  a  faicm  buiineii  by  the  value  of 
its  aalei,  wo  can  icparato  Statoi  into  three  broad  categories:  Statei 
where  marketing!  b^^  fanna  with  lalci  of  $100,000  or  more  accounted  for 
more  than  50  percent  of  the  value  of  all  farm  product!  Jold^  Statei 
.  whore  this  proportion  ranged  from  more  than  20  nfcrcent  to  49*9  percent, 
and  Statei  where  luch  marketings  accounted  for  leii  than  20  percent  of 
all  farm  products  sold. 

Arizona,  Calif omia*,  and  Florida  arc  the  States  where  the  economic 
importance  of  large-scale  farming  is  the  greatest*    Xn  Arizona,  farms 
with  1964  sales  of  $100,000  or  njore  accounted  for  13  percent  of  *11  the 
State's  farms  and  78  percent  of  all  farm  products  sold.    In  both  Cali- 
fornia and  Florida,  these  largest  units  accounted  for  /  percent  of  all 
farms  in  these  States  and  for  69  percent  of  all  sales*    In  both  the 
liOkc  States  ond  the  Corn  Belt  regions,  by  contrast,  the  largest  farms 
accounted  ^for    only  about  5  percent  of  all  farms  and  for  less  than  10 
percent  of  a^l  farm  salcfs  (fig.  1).  , 


THE  LARGEST  FARMS'  BV  TY^E  OF  ENTERFRISE 

The  economic  importance  of  tho  largest  farms  varies  also  by  type  of 
'  farm,  and  within  the  types  by  region,  sourcte  of  sales,  and  specializa- 
tion of  prl^duction. 

Cotton,  poultry,  and  other  meat- producing  livfcatock  farms  (includ- 
ing ranches)  account  for  most  large-scale  farms.    In  1964,  these  types 
of  farms  constituted  more  than  lialf  of  all  the  largest  farms  (53  percent) 
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SAf^ES  lY  THE  URGEST  FAKMS  AS  A  ^ 
fER^NTACE  OF  TOTAL  FARM  SALES,  \W* 


Figure  1 

and  more  than  half  of  their  lalei  (56  percent)*    Vegetable,  fruit,  and 
other  meat-producing  liveitock  f atmi  (Including  ranchei) ,  on  the  Sther 
hand,  accounted  for  about  two- third*  of  all  fanai  with  laXea  of  $1  nil- 
lion  or  fflore  (64  percent)  and  for  two-thirdi  of  their  lalei  (68  percent) 
(app,  table  5).  f 

«  ■ 

Although  few  in  number,  farmi  with  lalei  of  $1  million  or  more  are 
economically  important  in  roost^type*  of  farmi.    In  1964,  the  94  topicale 
YS^SH!^^*  accounted  for  23  percent  of  the  lalei  of  the  Kation'i 

23,207  commercial  vegetable  fatras.    The  68  topicale  field, crop  farmi 
(other  than  caih- grain,  tobacco,  and  cotton  farmi)  with  $1  million  or 
more  lalej,  accounted  for  16  percent  of  lalei  from  the  Nation'*  35,130 
commercial  field  crop  farmi,    The  322  topscale  livestock  farmi  (other 
than  poultry  farraa,  dairy  farmi,  and  ranchei)  accounted  for  11  percent 
of  all^aalci  by  the  514,529  commercial  liveitock  farmi.    The  81  topicale 
ranchei  accounted  for  20  percent  of  all  nalei  by  the  66,282  commercial 
rjnchej.    The  48  topicale  miicellaneoui  fatmi  accounted  for  8  percent  of 
all  jales  by  the  78,528  commercial  miicellaneoui  farmi.    The  lalei  pro- 
portions  by  Unit*  with  sales  of '$1  million  or  more  were  considerably 
imsller  for  the  topscale  cash-grain  and  dairy  farms  (table  4). 

TWO  *^^itlonal  observations  cpneonting  the  number  and  sales  of  farms 
with  sales  of  $100,000  or  more  arc  relevant  here.    Changes  over  time  In 
?SS/""?5*^,°^  ^^*^"S  farms  varied  greatly  by  type  of  farm.    From  1959  to 
I964r,  the  largest  farms  of  the  field  crop  and  poultry  farm  types  in- 
creased in  nunber  at  a  fast  rate.    The  rate  was  slowef  for  tjfie  laraest 
cotton,  fruit,  and  dairy  farms  (app.  table  6). 
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Average  sales  of  the  largest  farm$  also  differ  by  type  of  farm. 
Those  in  the  tpbac|:p^  vegetable,  frvit,  and  meat-producing  livestock 
groups  ha4  the  highest  average  anxnial  setles.    The  largest  cash-grain 
and  daiiry  ^f  arms 'had  lower  average  sales.    The  largest  cpttdn  and.  other 
field  drop  farms  had  highet  average  sales  than  did  the  largest  tobacco, 
^egetable^  and  fruit  farms.    For  the  919  top  scale  farms  (sales  of  $1 
million  or  laore),  livestock  ranches  and  dther  field  crop  farms  had  the 
largest  average  annual  8ales^(app»  table  7).^  * 

Geographic  Regions  ^  t 

In  1964,  farms  with  sales  of  $100,000  or  more  were  slightly  more 
numierotis  in  the  West  than  in  thet  South,  and  slightly  more  nimierous  in 
the  gputh  than  in  the  North  (table  5).    The  largest  vegetable,  fruity  * 
dairy,  and  general  farms.,  'as  veil  as  the  largest  livestock  ranches,, 
were  concentrated  in  the  West;  and  the  largest  cash-grain,,  tObacco^, 
cotton,  and  poultry  farms,  in  the  South.    Livestock  and  fiel4  crop 
farms,  as  well  as  miscellaneous  farms,  occuS^red  mostly  in  the  North. 

'    The  91^  farms  with  sales  of  $)t  million  or^ore  have  a  somewhat  dif- 
ferent geographic  distribution  by  ^pe  of  farm^    Except  for  tobacco, 
miscellaneous.,  fruit,  and  poultry"  farms.,  tdpscale  farms  were  centered  in 
the  West  in  1964.    Topscale  tobacco  and  miscellaneous  farms  were  mainly, 
in  the  Norths    Fruit  and  poultry  farms  of  this  size  were  most  numerous 
in  the  South.    In  1964 >  the  NbrthSiad  only  13  percent  of  all  topscale 
fapnsi  and  accounted  for  only  15  percent  of  total  marketings  from  this 
size  class  (table  5  and  app.  table  8) .  '  * 

The  dfaminance  of  the  largest  farms/in  the  Wes'Sk  is.  evident  for  all 
types  of  farms 'in  that  part  of  the  country,  but  is  especially  pro- 
nounced for  vegetable,  cotton,  other  field  crop,  poultry,  and  othier 
livestock  farms  (table  6  and  app*  tables  9,  10,  and  11) « 

The  size  of  these  largest  farms  by  type  of  farm  also  differs  by 
regions.    Generally,  these  farms  are  larger  in  the  West  and  South  than 
in  the  Iforth  (app.  table  K). 

The  Source  of  Sales 

An  increasing  amount  of  farm  products  are  marketed  from  the  largest 
farms.    But  these    incteases  vary    greatly  depending  on  the  kind  of 
products  marketed.    For>  e^^ample ,  the  largest  farms 'share  of  vegetables 
sold  increased  from  49  percent  in  1959  to  61  percent  in  1964;  -for  fruits 
and  nuts,  their  share  increased  from  31  to  46  percent;  for  poultry  and 
poultry  products,  from  17  to  35  percent;  and  dairy  product^s,  only  from  7 
tp  11  percent  (table  7).  ^ 

Marketings  by  the  largest  farms,  increased  as  a  proportion)  of  all 
sales  especially  rapidly^  for  eggS^d  potatoes.  But  the  increase  is 
also  considerable  for  many  other'^pmodities  (app.  table- 13). 

<<^. 

.In  1964,  more  than  half  of  all  cattle  fattened  on  grain  and  concen* 
'trates  came  from  farms  with  sales  of  $100,000  or  more ^    The  largest 
farms  accounted  also  for  61  percent,  of  vegetables  sold,  58  percent  of 
.turkeys  raised,  46  percent  of  acreage  in  Irish  potatoes,  37  percent  of 
acreage  in  rice,  32  percent  of  land  in  orchards,  and  30  percent  of  acre- 
age in  s^tgarbeets.    Their  share  in  other  fatm  products  was  much  smaller. 
The  largest  farms  accounted  for  only  4  percent  of  hogs  and  pigs  sold,  6 

,10 


3186 


P 


.1 

li 

■s 

•n  n 

3- 

'4'8 

a 

O 

in 

.  a 

»« 

si 

.  o 
a 

ii 

1 

% 

x: 

ll 

■a's 

u 

•3 
.  o 

v> 

g  , 

u 

3 

o 

H  «< 

«  *.  ^ 

O  i  <3>  jHi<  91 «;  <^  «  HHc 


in  F~C\o«3iv»c*>o\c*     CNi  iH  n  « 


i   \  s-i  m  mm  f-t  \o     in**  «n-r* 
sr  n     H  M 


o  I  r>  f>r  H  •- 


r4.  I      cn  v)  40  •r  o 


1  r«  tn 


O  O  ' 

in  -r  t 


«H  o  «n 

M  «  c«4 

r4  tn  «0  <<4 


o  o 

5» 


■H  CN,  mr^Of-t»4'»o     M  in  ^ 


t. 


§ 


xO  O  <Hi  N  * H*^* 

«{  m  s»  «  r>     ;   «  r» 


1 


K  •»        »n  in  V 
«-j  o  •Yr'  ^ 


M        01  *r 


3  «•  itf  «■ 

T  r»  o  r 
0»  CS4  H 


c*  »n  o  o»- 


O  M       «0  M  lA 

o  (0         ot  0% 


o»      *D  «T 


M  )N  en  uTsr  ov  g 
—         «o  »n     fH  in 


f»  Q  M 
(M  >a  ^  <« 


a 


;s  : 
:&  : 


^  a  a 


ti  ,C  fe*^       'rt  >  m       c  m 


^  a  H  u  o  >  m  n*  o  13 

:3  , 


•s 

«  M  « 


it 


2 
S 

a 

4J 

1 


S  M 

a  a 

s  3 

•I  *^ 

m  m 


11 


3187 


1  u 

U 

D  tt, 

■|1 


i!" 


9^ 

I 


i 


ii 

ill 

a' 

■1' 

ii, 
\\\ 

liii! 

'it 

p 

■1' 

8 

liii! 

HIM 

^' 

V"-5  

'I 

 -il{-lti|li-l|] 


ii 


ijit 

UUmmu 


3 


1 


9 

I 

s 
i 

f 

•« 

I 


IZ 


ERIC 


139 


V. 


T«bX*  7^— Valui  of  ptoducts  «Qld  by  faiM  with  bbI—  of  $100«000  or  aor«,  md, 
p«rcMCag«  chair  Halo  am  of  *all  farM  aalca,  by  sourca  of  aalay^  1959  a^d  1964 


7ar»  product a  aold  hy  aoutca 

Viilut  of  ialaa  : 

•  .   .    ■  I 

t*rqaQtat*  <^f  all 
fam  «alaa  . 

1959 

:      1964  J 

1959.  \ 

1964 

Million 

Hlllioo 

• 

: 

;: 

ddllata 

dollara 

Farcaot 

far cant 

4^981 

1^/8,533 

16.3-^ 

24,2 

, 

; 

2,386 

4»007 

-17.7 

^  24  4 

Fl*ld  cropa  oChar  than  v«t*Cabl*» 

t 

1,261 

2,255 

'12.0^ 

17.5 

371- 

601 

48.9 

60.9 

i 

438 

765  • 

31,0 

45.7 

Foraat  product a  and  horticultural 

316 

386 

38.4  f 

43.9 

Zilvpitock  and  poultry  and  thalr 

t 

2,595 

4,526  ^ 

15a 

24.0 

Poultry  and  poultry  producta. .. . 

396 

1,082 

16.8 

35.3  , 

297  • 

487 

7.4 

10.5 

Liv^eaCock  and  llvaatock  products 

; 

1,902 

^2,957 

17.6 

26.5 

y   Doaa  not  Includa  In com  froa  racraatlon  facllltlaa . 


5ourcit}    1964  Ctnaua  of  Agrlcultura,  Vol.  X|  Ch.  6 1  tab  la  15. 


percent  of  milk  cow*  on  the  farm,  3  percent  of  the  ecteege  In  corn 
5*^?"^;?        8"^-"*  *nd  7  percent  of  the  acreage  of  loybeani  harvfited 
(tapie  8} •  .  • 

In  196A,  farmi  with  ialei  of  $1  million  or  ittore  accoimt«d  for  more 
than  27  petcent  of  all  fattened  cattle,  lold  and  21  percent  of  all  vege- 
—tatile*  wold*    ThWB  t«wnr  VBr«  Meh^lm  import jmt  for  ofclier  fara^ 

ucti.  However^  they  all  reported  a  large  amount  of  production.  Of  top- 
■cale  farms,  426  Hold  annually  an  averege  12,000  head  of  fattened  cattle 

13 
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^^lf^n^^         topjc«l«  f^rms  reporting  vegetiblei  lold,  the  average  w«i 

5^^;*  ^",^?7««ted  vegetiblea.    For  brolleri,  the  32  topi?ale  farm. 

!ni?J!^2^L».l!!J^^^°"  ^f™*  topic«le  far^  reporting 

cotton,  produced  tn  iveriAe  3,400  bilei:  per  farm;  48  topic'ale  faniu|-aver« 
aged  1,200  ullk  cowi;67  Copicile  farma  »old  20,000  iheep  and  Iambi:  17  of 
theac  farm*  iv^tiged  more  than  hilf  a  million  poundi  of  tobicco;  ind  188  - 
topacala  firna  iveriged  1,800  icrei  of  orchirdS  (tible  9)^ 

«inn  ftJS"^;  ^tt  ^"  ^?^'  °f  with  aalei  of 

mote  produced  more  thin  one  main  product,  md  hid  conilderible 
ildellne  production.  6/  But,  however  large  In  abiolute  term!,  thli  ilde- 
llne  production  repr^ented  only  a  «nall  fraction  of  the  tdtil  production 

^5"?"'  u^?  the  31,401  largeit  firmi  ire  highly 

■pedalized  in  their  production, 

■  ..'  •  ' 

Specialization  of  Production 

The  degree  of  ppecializition  of  production  wii  meaiured  by  the  per- 
centige  that  production  of  the  main  product  or  producti    wai  of  totil 
production.    It  li  evident  thit  production  ii  highly  ipeclillzed  for  ill 
ilzei  of  farmi.    However,  the  degree  of  ipeclilization  Increaiei  with 
T    iQ^*  of  farm,  except  for  tobicco,  cotton,  vegetible,  and  dairy  firmi. 


excluitve  Ceniui  cliiilflcitlon.    In  1964,  lalei  of  dairy  producVa-l^  ' 
the  largeit  dairy  f armi  amounted  to  only  86,6  percent  of  total  farm  ailei 
by  theie  firmi.    However,  if  iilei  of  calvei— which  probibly  ahouid  be 
conildered  one  of  the  main  producti  of  dairy  farmi— -are  idded,  the  per- 
centage rliei  iboiie  the  90-pe»cent  mark.    The  appirently  lower  degree  ot 
■peclalizatlon  on  vegetible  firmi  li  beciuie  miSy  of  theie  farmi 
#(eiDeclilly  in  Cillfornla)  grow  potatoei ,  lugirbeeti,  and  i  few  other 
field  cropi  not  clif||Lfled  by  Ceniui  ii  vegetablei  (table  10). 

PRODUCTION  RESOURCES  ON  THE  iSrGEST  FARMS 

.     The  lirgeit  f arma.  ire  becoming  economically  jnore  i^^tint  not  only 
through  their  Increiilng  comraerclil  production,  but  ali^hrough  the 
increiilng  vilue  of  their  production  expenditure*^  their  greater  uie  of 
hired  labor,  by' the  increiaing  acreige  they  opc^e,  and  by  the  increiilng 
value  of  their  farm  equipment,    Theie  incjnpiieiTaliO  mean,  of  courie, 
that  their  net  production  increaie,  in  a  ^lue-added  lenie,  ia  leii  than 
their  groii  lalei  would  luggeit. 

Purchaied  Inputi 

I"  1959,  the  l«rgeit  farmi  iccounted  for  16  percent  of  all  feed 
bought  by  farmeri,  md  in  1964,  thii  proportion  increiied  to  29  percent. 
orn^  the  lame  period,  purchiiei  of  liveitopk  ind  poultry  increaied  from 
percent,  purchiied  leed  from  15"to'17  percent,  purchaied  fuel 
ind  oil  from  8  to  11  percent,  expeniei  for  machine  hire  from  15  to  24 
percent,  and  expenaei  for  hired  libor  from  30  to  40  percent  (table  11), 


6/  196A  Ceniui  of  Agriculture^  jTol*  II,  Ch.  6,  ^^9. 
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Tibia  10.— lalM  *^  tH«  mU  product  tr  Kr««if  tf  |pr»4«cti  m  •  HreMt«A«  of  t.ul 
••lt«,  by  tjTH  mi        of  fdni,  lf«4 


S«1m  tf  mU  product  o#  rrt«p  of  product!  m  « 
^       ,  .  ,  Hrcontat*  of  total  fsm  atloo  af  —  1/ 

tn*  of   — — ..^   — ' 

■  ;    far-  2/     J  i'  j     fgtiii  2/     !  '"^^  '"^^ 

'        J  '  ■■■ —  ■    ■  "    -  ■ 

^  «     ^^yg—t  Nretit  Parf«at^  '  Pare— t 

Caafc-|r«ln..  ;  n.l  *4.2  11.5^  t5.f 

Tobacca*..!.....  J  31.4  73.»  ^.2  #3.5 

 I  M.»  74.7  77,3  M.I 

Othor  fUU  cyopa  J  f3.|  gy^O 

V*totaklaa3/  5  M.f  \  |1.7  |o.f  io.4 

yniltandttvit   94.4     ^  f4.2  f4a  f3.0 

Poultry.   fs.6  f2.4  H.I  13.7 

 ;  H.i  77.1  .74.Q       '  70.4 

Otrttr  Uvaatock  farw  and  T«tchaa..s  94*2,  12.0  77.1  15.1 

t  * 

1/  XndlM  r«a«mtlon«,  iaatltutlcnal  fatna,  .artd  otbar  apaclal  f«rM  ara  nat  Includad. 
...  ^'J*!?!*!!!*  *"!,"****?5*1**  larnaat-aala*.  of  $100,000  or  Mart;  larta-WO.OOO 

throttih  ■adlu»-.$5,000  thtouj^  IWpfffs  aitd  apall-laaa  tha»  15.000.  * 

5/ lha  lowar  parcanta^  la  Hcauaa  mmj  Utm  (aapacially  In  Callfamla)  protf  pacatoaa, 
«UKaibaata,  aad  othar  flald  cropa  not  claaalflad  by  Caittu*  aa  yaa«t«blaa. 

4/  U  tha  aala  of  calvaa  la  addad,  ih«  parcantapa  vould  b«  ovar  fO  Hrcatit.  ' 

SotttMr  Oarivad  fro«  W#4  Caaaua  of  Ajirlcultur*,  Vol.  11,  di.  10,  tablaa  9-11  mi  Vol.  II. 
ui.       tab  la  la. 
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^  ^  A  IfVM  proportldn  of  purch«i«d  Inputi  srt  made  ojw  f«rm»  with  stlea 

SS^*55iJL*ii  PSS^**?!*^  ^ff^'       percent  of  the  velue  of  .11  livestock 
end  pogl try  bought  elive,  11  percent  of  the  hired  labor  wage  bill,  and 
5  percent  of  all  expeniei  for  machine  hire.    Proportion!  of  other  pur-  r 
chaaed  inputa  by.  theie  farma  were  much  analler  (table  11), 

The  value  of  purchaied  Inputi  aa  a  proportion  of  groaa  aalea  of  farm 
product!  la  directly  related  to  alze  of  farm.    In  1964?,  on  medlum-alzed 
*f'™*">       ^5^^f,°^  apeclfled  purchaaed  Inpiita  «noimted  to  42  percent  of 
the  Value  of  all  farm  product!  aold,  on  large..far»B,  48  percent,  and  on 
the  largeat  farma,  60  percent.?/      The- relatively  high  proportion  ot 
purchaaed  Inputa  by  amall  farma  la  due  to  apeclal  production  condltlona 
on  »«ny  P«rt-tjme  and  part-retlr«»ent  farma.    On  farma  with  aalea  of 
.    ri*  £:  :  2^^^  7®^**  fP?^^^^*^  purchaaed  Inputa  amounted  to  68  percent  of 
2       "^J"*  ^Thla  proportion  waa  moatly  due  to  Increaalng  expen- 
dlt^e  for  purchaaed  feed,  llveatock,  and  hired  labor  (table  12).  . 

HjLred  Labor  , 

In  1959,  the  farma  with  aalea  of  $100,000  or  more  uaed  about  390,000 
man-yeara  of  hired  labor-30  per^nt  of  total  hired  work  uaed  on  all  ' 
C?  1964,  they  uaed  440,000  man-yeara  of  hired  labor— 40  percent 
of  all  hired  work.    Furthermore,  the  qoncentratlon  of  hlrtd  labor  on  the 
largeat  farma. and  their  dependence  on  that  labor  Increaaea  with  alte  of 
farm.    In  1964,  the  919  farma  with  aalea  of  $1  million  or  more  accounted 
for  11  percent  of  the  total  hired  labor  bill  on  farma.    Theae  fatma 
averaged  130  man-yeara  of  hired  labor  per  farm.    Included  In  the  man-year 
dSriSJ^l  ySr  (J^birnffar^^*''  workera  with  150  daya  or  more  of  woik 

A  claaalflcatlon  of  all  farma  by  their  u«e  of  hired  labor  ahowa 
that  an  overwhelming  majority  of  farma  either  do  not  employ  hired  labor 
at  all  or  employ  very  little  hired  labor.    Family  labor  la  reaponaible 
for  moat  of  total  farm  production'.    In  1964,  about  50  percent  of  all  farma 
had  no  hired  labor  jnd  accounted  for  about  a  fifth  of  ill  farm  producta 
■old.    An  additional  38  percent  uaed  leaa  than  one-half  man-yeara  of 
hired  labor  and  had  30  percent  of  total  farm  marketinga.  Together,  theae 
farma  without  hired  labor  or  with  little  hired  labor  conatituted  88  per- 
cent of  all  farma  and  accounted  for  50  percent  of  all  farm  producta  aold.  > 
However,  not  all  farms  u«ed  ao  little  hired,labor.    Aa  abown  in  table  13, 
uae  of  hired  lebor  increaaea  directly  with  the  siSKe  of  fccm.    Only  2 
percent  of  the  largeat  farma  had  no  hired  labor,  and  accounted  for  1  per- 
•^VS}*"  .^3f  5*^*"  l«rgeat  farma.    But  21  percent  had  more  than  15 
man-yeara  of  hired  labor  and  accounted  for  43  percent  of  all  aalea  by  the 
largcit  farma  (table  14) »         .  ' 


p  Specified  purchaaed  inputa  are  feed,  llveatock  and  poultry  bought 
alive,  machine  hire,  hired  labor,  aeed,  fertiliser,  fuel,  and  oil* 

Bf  For  the  number  of  regular  workera  (working  150  daya  or  more  dur- 
ing one  year)  ace  table  2ft-  /        «w  i. 


ing  one  year)  aee  table  28. 
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Tabli  13.-««a«  bill  k;        «<  <*t>i       f*n«,  19H 


Sixt  of  fan  in 
valutt  of  atUa 

< 

 ■■   If 

Vax«  bill 

: 

:  btlmttii  Mn-^yaars 

s 

t 

ValM  t 

t 

rarc«otafc  • 
of  all  fmrm 

(  of  hivi  l»hot  ft' 
i           t§xm  1/ 

:  "~ 

WtMbar 

Xlllloo 

Fcrctnt 

2/  3,155,679 

2/  2,770 

100.0 

0.3 

$1,000 ,000  or  mot$  

$20O.0O0'$«99,999..;««j 

919 
7,760^ 

21 

304 
160' 
MM 
339 

11.0 
S.t 

11.5 
12.2 

130.3* 
39.9 

16.2  ^ 
6.3 

31,401 

?l,123 

40.5 

37a,4JJL 

1,021 

36.9 

1.1 

'  Kidiw: 

•971,710 

412 

17.4 

,             5««llt  i 

1,712,157 

144 

5.2 

f  ... 

1/   H«i-ya«ni  aatlaiiUd  by  dividing  tha  vagt  bilX  by  tha  coat  of  o^a  yaar  df  full 
tliM  work  ^y  a  aala  votkar. 

2/   Indian  ra*«rvatlona,  Inatitutloaal  farM,  and  othar  ap«Cl«l  farm  artf  not  included. 

Sources    Data  darivad  frott  t|i4i  1964  C«nau«  of  AcricuXtura,  Vol.  XI,  CK.  6»  CalvU  15| 
and  froM  «  apacial  tabulation  of  th«  1964  Ctniua  of  Agricultura  Mda  «vailabla  by^lur. 
of  Cahaua.  ; 
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HIIE»  UIOI  AS  A  PEICENTA6E  OF 
TOTAL  FAIM  EMriOYMENT,  19M 


VnM  SMM  (41)  a        "  n«C 


Figure  '2 


Th«  gretter  uie  or  hired  Xaboir  on  the  largfeit  £«nii  accounti  for,  to 
a  l^reat  extent,  the  difference!  between"  Statei  In  th«  ntnber  of  vorkeri 
hlred«    States  where  the  Urgeit  farmft  were  dominant  were  alio  Statea 
vlth*£reater  proportion!  of  hired  labor  on  fatmi  (fig*  2).    For  exanpley 
in  Arl  zona.  Calif omla,  and  Florida,  the  largeit  caxitti  accounted  for  78 
percent.  69  percent,  and  69  percent  of        fans  product*  aold.  The  Statea' 
proportloni  of  hired  labor  enplayment  on  farmi  were  81  percent,  64  per- 
cent, and  69  percent*    In  the  Com  Belt  and  Lake  Statei  regioni,  where 
the  eonomlc  Importance  of  the  largeit  fiTrtni  wai  quite  SDOdeit,  the  pro* 

Sortlon  of  hired  labor  enploynent  on  farm  wai,  on  the/ average,  below 
5  percent  (fig.  2) .9/  ' 

Farmland  and  Acrr age_  Size 

From  1959  to  1964,  acreage  of  farmland  Increaied  noticeably  on  fami 
with  aal«i  of  $20,000  or  more  (table  15).    The  Incretfae,  however*  la  due 
more  to  the  expanding  number  oi  theie  fantiii  than  to  an  increaie  In  their 
acreage*   Thli  explanation  la  reflected  In  the  decreailng  average  acreage 
per  farm.   This  decrease  la  reflected  also  in  the  fact  that  production  on 


9/  For  a  more  comprehensive  report  on  farm  labor,  see  W.L«  Sellers 
andT.E.  Elchers,  "Farm  Labor  Inputs,"  tISDA,  ERS,  Statla«  Rulv  Ho«  435, 
June  X969* 

■"  ^-       .  ■ 
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5^        largest  farms  is  increasingly  less  dependent  on  tha  land;  . 
such  decreasing  dependence  is  true  for  farms  with  cattle  feeding, 
broilers,  other  meat  production,,  and  egg  production, . as  well  as  for  dry- 
lot  dairy  establishments.  ^ 

Farms  with  sales  of  $100,000  or  more  accounted  for  about  10  Percent 
of  total  farmland  in  both  1959  ^ind  1964.    This  proportion  increased  from 
5°^'  percent  for  cropland.    The  percentage^  did  not  change  fc^r  woodland, 
and, decreased  slightly  for  grazing  land  (table  15). 

Not  many  of  the  3X,401  largest  farms  are  extremely  large  in  acreage* 
About  60  percent  have  less  than  1,000  acres,  and  3  percent  have  less  than 
10  acres  (app    table  14).    The  average  acreage  of  the  largest  farms  ranges 
from  2,770  to  12,121  acres,  depending  on  theit'size  in  value  or  sales* 
However  J,  the  greater  part  of  theix  acreage-pranging  from  about  60  to  70 
percent,  consists  of  grazing  land;  20  to  28  percent  is  cropland:  and  5  to 
10  percent,  woodland  (table  16).  . 

Farm  -Equipment  .  . 

The  largest  farms  do  nOt   account  for  a  large  percentage  of  farm 
equipment.  ,  In  1964,  they  accounted  for  5  percent  of  all  motortrucks  on 
farms,  4  percent  of  all  tractors  other  than  garden  tractors  (but  14  per- 
cent^ of  crawler  tractors),  and  3  percent  of  field  forage  harvesters 
(table  17).  . 

1^  A  However,  merely  counting  numbers  is  an  incomplete  measurement.  This 
kind  of  measure  does  not  show  the  Importance  of  such  equipment  on  the 
largest  farms.    Their  machines  and  equipment  are  larger  and  technically 
more  efficient  than^hose  on  other  farms  (table  28). 

lAND  TENURE  ON  THE  .URGEST  FARMS 

The  pattern  of  tenure  under  which  farmland  is  operated- -the  land" 
tenure--is  not  changing  significantly,  but  this  pattern  differs  by  siae 
of  farm*.    However,  the  tenure  under  which  farm  opetators  are  controlling 
their  land- -the  tenure  of  farm  opera tor- r is  changing  more  significantly, 
both  over  time  and  by  size  of  farm. 

Tenute  Under  Which  Land  Is  Operated 

All  the  technical  and  economic  changes  in  farming  do. not  appear  to 
be  alt^£ing  the  traditional  land  tenure  pattern.  10/    From  1944  to  1964 
the  proportion  of  land  operated  under  ownership,'  rental,  and  paid^manaee- 
ment  did  not  change  significantly.    Throughout  this  period,  about  55  per- 
cent of  the  land  in  farms  was  operated  by  owners,  35  percent,  by  renters, 
and  about  10  percent ,  by  paid  managers  (app.  table  15). 

AA^^  ^         f.apns  with  sales  of  $100,000  or  more,  the  land  tenure  pattern 
differs  slightly— with  less  land  under  ownership  and  more  under  rental 
and  paid  management*    A  differerice  in  land  tenure  depending  on  the  size 


10/    We  are  speaking  here  of  the  tenure  under  which  farmland  is 
operated,  disregarding  the  .composition  of  operating  units.    For  example, 
in  a  part-owner  farm,  part  of  the  land-vis  owned  by  the  operator,  and 
another  part  is  rented.  ^ 
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Ttkl*  l<i*-^MounC  m4  •feltUi  Mt  of  Utmltpd  pn  Uxmt  vlth  f  al«s  of  $100,000      «ot«*  19(4 


Slz«  qf  f «rn  in  j  ^ 
y«lu»of«*lM  • 


l^arwland 


P*rc«ntpf«  pi  faralind  In—  1/ 


t  ,  of  U.S.  total  ,  :  ^  ^  t  and  woodliwd  2/ 


1  Suabtr 

1,000 
acra» 

P«rc«t)t 

"Acre«; 

Percent 

Parctitc 

. Percent 

$l,00O»O00  or  «drc. 
$500,000-$9»»,999., 
$200>000-$499,999.. 
.$iOfl,000-$199,999. 

919 

1»574 
.:  7^760 
21,148 

IIU39 
13,162 
31,130 
51,590 

1.0 
-  1.2 
3** 
5.^ 

U,121 
i,362 
4.914 
2,770 

27.6 
19*7 
21,1 
2«.0 

4.5 
9.1 
5.9 

7A 

<l..f 
(1^0 
70.S 
64.4 

Tpt«l***,.*...*.^ 

VtOl^m 

121,021 

10,9 

3,154 

23.9 

6*9 

<6.5 

'    1/   Acreag*.  for  faraland  ueafc*  doea  not  add  to  lOO  parcftnt,    the  difference  la  accounted  for  by:  tfcre* 
In  K^QUaev,  lote^  roada,  and  wastel«ld,  which  are  not  Inclodeid.  .  . 
2/   Hoatly  grating  land. 

Source:    bat*  derived  from  «  apcdal  tabuUtion  of  the  1964  Pcnaue  of  AgrlcOlturc  wade  avAlli^Ie  1»3r 
lur«  of  Ccnatiiit  ^.  * 

'table  17,*'-'Pata  c^ulpiwnt^on  farp*  with  aalea  of  $100,000  or  «ore  Ha  a  parccntage  of  afeclficd 
equipment  on  all  titrntp  by  apccified  elxe^.1964 


P«tM  equlpatnt 

;  All 

: 

- 

FanM  with  sales  of  $100,000  Or  Mtora 

total 

$1,000,000 
or  wore 

J  $500,000- 
I  ^999,999 

]  5200  ,.000-^  • 

;  $499,999  : 

$100,000- 
$199,999 

t  thousand* 

Percent 

Percent. 

percent 

percent 

Percent 

4,1 

o;6 

0.5 

a.  3 

2.4 

tractora  excluding  garden  

1 

.,..t  4,78> 

3.S 

'  0,3 

0.3 

1.1 

1.1 

13.8 

2,4 

1.4 

4.2 

.  5»» 

4^1 

■3.4 

0.2 

0.3 

1.0 

1*9 

2.3 

0.1 

O.fr 

1.S 

U2 

«k 

<> 

»A 

.  KA 

1.-5 

Hk 

DA 

NA 

KA 

■  3.4- 

DA 

NA 

MA 

HA 

KA  -  Kot  available. 


Source:  Data,  derivsd  fro*  a  epecial  tibulatlon  of  the  1914  Ceoaua  of  Agriculture  side  ayall^lc  by 
"-iur.  of  Ceneua.  '  .-^ 
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of  the  largeit  fanni  li  noticeable  on  fanni  with  aalei  of  $500,000  to  . 
$999,999.    Both  the  proportion!  of  land  under  ownerahip  and  rental  were 
•mailer— 46  percent  and  30  percent- *«and  the  proportion  of  lan4  under  paid 
management  waa  the  largeit--24  percent  (ta^le  18).> 

Tenure  of  Farm  Operatori 

The  proportion  of  farmi  operated  by  tenants  decreased  from  1959  to 
1964,  and  the  proportion  operated  by  part  owners  increased.    The  propor- 
tion operate^  by  full  owners  and  paid  managers  did  not  change  much*  On 
the  largest  farms,  the  percentage  operated  by  full  and  part  owner*  in- 
creased slightly,  and  the  percentage  Operated  by  tenants  and  paid  managers 
decreased  slightly. 

However^  the  tenure  of  farm  operators  differs  greatly  by  Size  of  ' 
farm*    In  1964,  the  pattern  of  these  differences  was  clearly  outlined. 
The  proportion  of  farms  operated  by  full  owners  and  tenants  decreased 
as  the  si^e  of  farm  increased.    The  proportion  of  part  owners,  on  the 
contrary,  increased  until  the  size  of  farm  wit;h  sales  of  $200,000  was 
reacheaxbut  decreased  on  farms  above  that  size.    The  proportion  of  farms 
under  pa ftL management  increased  from  0.4  percent  of  all  me4itnn«siised 
farms  to  4^  percent  of  all  farms  with  sales  of  $1  million  or  more 
(table  19).  11/ 

OPERATORS  ON  THE  LARGEST  FARMS  ,  • 

The  dharacteristics  of  operators  on  the  largest  farms  differ  from 
those  o£  operators  on  smaller  farms.,  -^Jperators  of  the  larg'ifest  farms 
tend  to  be  less  involved  in  of f -f afmw^fe ,    to  rely  more  on  farm  income, 
but  a  larger  proportion  of  them  do  noCljreside  on; the  farm.    They  do  not 
differ  much  by  age,  but  have  a  higher  educational'^attliinment  than  oper- 
ators of  smaller  farms.  '  \ 

\ 

Off^Farmwork  ^       '  ^. 

The  percentage  6f  operators  reporting  of f-f arrawork  "has  not  changed 
much  in  recent  years.    It  was  45  percent  in  1959  and  46  percent  in  1964. 
The  proportion  of  operators  reporting  200  or  more  days  of  off^farmwork 
increased  from  24  to  26  percent  during  that  period.    However,  the  per- 
centage oftoperators  reporting  off-farrawork  is  lower  on  larger  farms. 
This  is  especially  true  for  operators  reporting  200  or  more  days-  of 
off-farmwork. 

In  1964,  on  meditmi- sized  farms.,  about  36  percent  of  all  operators 
reported  off-farmwork-,    and  12  percent  reported  200  or  more  days  of  such 
work.    On  the  largest  farms,  these  proportions  were  16  and  8  percent 
(table  20). 

Operators*   off-farmwork   is  practically  all  in  nonf arm  jobs,  A 
small  amount  of  work  was  done  by    faxnners  on  farms  other  than  their  own. 


11/  Because  of  the  special  structure  of  their  many  residential  farms,  - 
full  owners  predominated  on  small  farms.    This  fact  greatly  biases  their 
comparability  with  other  farms. 
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Tabl«  X8.^T«nurc  tndft  vhich  farmland  it  op«rat«d  on  fanw  vitn 
•al«t  of  $100,000  or  mora,  1964  « 

•      Total        •  Farcantifi  of  fimland  oparatad  ond«j>^ 

$121  of  fam  In  *     t     ^   \a      *  '  — •  ' —  ■    '  ■     ' ' 

valM  of  «al««  :     f*™!""*     '  '  ,      '  Paid 


Mlllloa 
acres 

All  farM  with  aaXai  of:  : 

121 

49 

39 

12 

11 

51 

•  36 

13 

$50a,00Q-$999,d99..»  .r 

46. 

30  ' 

24 

3a 

48 

41 

11 

I 
t 

59 

50 

40 

10 

Sourca:  Data  derived  froa  a  ipacial  tabulation,  of  th«  1964  Caniu«  of  Agriculturt 
aada  available  hy  Bur,  of  Ctnaua« 


On  all  tixet  of  fanni,  nonfarm  jobs  accounted  for  nor*  than  90  percent 
of  total  work  done  by  bpeiTatori  outilde  their  farmi  (table  21). 

7h«L  percentage  of  operator!  reporting  off- fam  joba  on  the  largest 
farms  and  the  time  they  spent  5n  those  jobs  differs  by  iState.    However,  ' 
in  all  Stately  operators  on  larger  farms  tand  to  spend  less  time  on 
off- farm  jobs  than  do  operators  on  smaller  farms  .12/ 

'  0£f«»yarm  Income 

Dependence  Of  the  farm  population  On  off  •farm  incooie  is  not  a  new 
development,  but  from  1947  to  1967,  this  dependence  inereaied.  Income 
from  off-farm  sources  In  the  first  few  years  after  World  War  II  accounted 
for  about  32  percent  of  total  personal  income  of  the  farm  population;  in 
1S^7,  such  income  was  estimated  to  have  accounted  for  42  percent.  13/ 

The  Importance  of  Income  from  of f* farm  sources  declines  as  the  size 
of  farm  increases.    Thus,  in  1964,  on  small  farms,  69  percent  of 'the 
Operators  reported    household    off-^fairm  income;   on  mediimi** sized  farms , 


12/  For  more  detailed  information  on  the  nonfarmwork  of  operators 
of  Tatms  with  «ales  of  $100,000  or  rnore^  see  app.  table  16;  for  opera- 
tors of  all  farms  and  members  of  their  households.  See  app.  table  l7. 

13/  USDA^  £RS,  Farm  Income  Situation  211 »  July  196^,  table  5H, 

t  ' '  . 
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21»-Mo«it  mi  ftrcMCaat  dUtrlbutlo*  of  br«r«torf  off-fiimork  ok 
nonfam  jobi^  by  tlia  of  f«ni«  19(4 

I^Tivorkid         :    ,   All        :   Si«,off.r»2/ 

:    fata*  1/     tZ        \.  t     .           ?              '  "V  ' — ' 

,           -      ^  Urgatt  ;     Urf     j     HfdiuM  [  5«.U 

Oft  afloth«r  fatti.,  •    10,357,A5«      21,343       638,331      2,47^fO«  7,210,171 

At  nonfamjobt  t  239.450.675     720,135     i.3tSp713     39.»27,779  1«K).417.048 

 ...J  249,808,133     748,478     9,024,051     42,407,685  197,627,919 

 —  P*re«at— ^*—^«. 

5   

(h  anothtr  f4t«....,...i         4a             3.8           7.1             5,8  3.6 

At  noaUvm  jobt  ^      95,9            96.2           92.9            94.2  96,4 

Total...,,...,  ,:       100.0           100,0         100,0     '      100,0  lOO.O 


Included?''**'  rtMrvatiofl.,  In.tltuClooal  f.rwi,  md  oth«r  iptcl.l  Utm»  art  not 

...      ..'fi?  Uii!"       litMuwd  M  follov«t   ih*  lArg*tt—$100,000  or  »ora*  l«r««— $20  000 
through  $99»999}  .iidlu.r«$5 ,000  through  $19,999;  and  ».U.-lo.  thL^5!oOO*  *^  * 
Sourca:    1964  Ctntus  of  Agricultura,  Vol,  XI,  Ch,  6,  Cabltt  15  and  16. 

57  pJrcSt!  -  percent;  and  on  tH«  Urseit  farm*,  oSly 

-4—  Ch«  Importance  of  off-fam  Incoaie,  ditpendlnjt  on  tht 

ii?ke?ln«    'off"fS^^?n^^'*^      comparing  off-fap.  incoL  wltB  f^ri''* 
??    f/J  ^'.'^  Otf«farm  Income  aeerai  to  bi  by  far  the  naln  aourc* 

^  ^SJu'^fSmS  J^f5*LT?n5™^  P"';,"!!*,;"'^  p.rt-r.tIroMnt  unit,  mc^g 
SdluJjSJd  f2^;  TniJnS^f  !!3"f""^  5^  percent  of  f.m  marketing!  o5 
rti  xJJiMt  f.^  V^V^/o9^'  °"^J*'«f  ^fS?''  w^*"  than  2  p.rcJnt  on 

?;5!;*ii;s:'of"ss^?jo3^^,f!»         nS2;s)fiMSL^;E:„  th.t 

*i.n  SSr^^S!  2f.2^V!***  «e«ber«  of  operatori'  houaehoXdi 

lif  JIf?  ^?  ■^I'^S  ioureei  of  off-?am  Incowe  o"«#dlu«i. 

and  MBAXl^jljjed  farmi  are  wagci  and  galarlei  from  nonfar*  loba 
income  on  larger  farma  co«ei*prlmariXy  froi  Gove?nS2Sfc  MviSnJi.  rent 
(w/t^bX^xSMSr^"'^'  mtere.t,  Slvldend.,  Slid  SLSliTSSiicSr  ^ 


part^Vubu"/?f''22r*'^°"'        196A  Ceniui  of  AgrlcuXture,  VoX,  3, 

3X 

■  (    ^    '  ■ 


•J 

■   -    /    .  . 

U  ■  .  ■ 
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ttkU  22.-«Of£-f«w  IttcoM  of  iiXX  fnoa9  in  fmvm  oftmtox  houMhol^  m  • 
p«rcme«|«  of  Utm         ,  >y  ilia  of  fam,  196* 

f  •    Of*r«t:or  houtaholrf*     '  J  \ 

Sl««  of  fini  in  :  I  farctntftga  I      fm      I  Incoii'of    ^  Ott-tm  IncoM 

•:     ^^^^'^     ;   off-firm   :  houiiholdi  J 

I  .     Incftit  J.J 

S  1,000  1,000 

*  JLS*"         ^Tcant         iollif      '  dollaf  Mrctitt 

Ura«it  :  31,401  57.4  «,53t,8ll  ia.033  1,7 

tari«..'....  r  370,411  67.4  13,587,753  '986,305  7.3 

HidltJB.....  ,,5  971,710  73.8  10,267,240  2,392,922  23.3 

Smmiu:,,,  ;  1.782.157  .  88.5  2.753.891  6.522.434  2/236  .8 

All  tatm  3/,*«;  3>155,679  81.2         35,147,695     10,047,694  28.6 

1./  F«m  tlzM  m  Muurad  m  follcwit  Th«  laritit— noO,000  or  «or«:  Un«— 120:000 
through  $99,999j  >itdlu*-?5 ,000  throu|^  $19,999;  Md  sMalX^^UM  than  #5,000. 

2/  1h«  hlith  of  f-f      IncoM  parctatajt*  of  f  ant  lalaa  li  diw  ta  tha  |raaC  nuiyb^r  of 
fart-tla*  lAd  rt aidant ItX  fatiw  that  had  mlf  inai|p)lflc«nt  fat«  f  roductiaii. 

2/  Indian  raaarvatlon*,  liutltutloaal  farM,  and  othar  a|Miclal  fanM  ara  not  includadt 

Sourca;  1964  C^naua  of  /«ricultur«  CanaraX  Haj^ott,  Vol.  II,  Ch.  6,  taklaa  15  Mid  16, 
pp.  642  and  658.  . 

Off-fam  Incdm*  of  op«r«tori»  houi«hold»  varicn  by  St«t«i.    For  all 
^Pf*^*B^f;  ""^        opjratorf  only  on  th«  largcic  fanw/iuch  IticoM  c«i«r« 

s;i?hSi{'s:i^ir?aj?.'^^^^^  ^«  ^^^^^ 

f  Keiid»nc#  on  Farw 

,r.«*.»-3S!*5  ■?ffif^^*f^^*'".^^         production  and  greatly  axtandcd  trani- 
have  Increaaingly  «nabl«d  farmers  to  liva  away  £roS 
thair  fatM  alitor  tiott  of  the  yaar.    The  proportion  of  furiMra  livini 
on  thair  farma  hai  djcreaaed  in  r*c.nc  decadtS.    In  1950,95  percant  of 
plrcin^iir  proportion  vai  90.5 

operatpri  teaiding  on  farms  was  lower  on  laraer 

AioTnftn  ^n4iS5^JoE"'?2*^*=^^'<^^?»       P«««nt  on  farms  with  salts  of 

wi  Iwrgtit:  farms  in  thair  individual  groups,  no  data  ara  avail- 

able by  State  on  the  operator's  farm  residence,    iut^a^analy/ls  of  th2 
largest  farms  as  a  whole  shows  that  the  proportion  of  farm^  not  residing 


15/  1964  Census  of  Agriculture,  Vol.  2,  Ch,  5,  p,  513. 
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l>fcU,23.-iOHr«tor»      Uxm  with  salti  of  1100,000  or  twra  rMortlat 
rtiidMca  •!]  or  off  th«tr  farM,  19(4 

J     Of«t«tor«  raportlnt  ;  ' 

Si«a  of  fani  in      j              "      '  »  OMmora  ^ 

vaXtJt  of  aalaa       ;      wi<*nca  eo  funi  J  aoc  ' 

.~  ,     '       —J  ttfortlni  * 

Hot  on  far*  J   On  fank  "  ' 

'                  8  I  f 

J 

:     Huwbar          Hoabar  Mudbar 

n, 000,000  «r  Bora  •  473  340  infi  ^ 

^500 ,000-$W,5H  i  71X  751  112 

1200, 000-$   2M2  4  M5  311 

n0O,0OO-«99;H9   ' 

 ••••  :       «,612  21,693  1,096 

t 

tl.S.  total  .♦J     290,971        2,773,115  .93,0/i 

8   ^  

avaiUbS  by"lSrrof'S!fi«!^'^*^  tabulation  6f  th.  1964  Cnaua  of  A|rlcuUura 


OH"(ota  ra^rtiitKu 
midanca  on*  f 
fam  aa  iMtrcantaga 
of  o}»aratora  rtportlng 


.  hireant 

41.1 

51.4 
65.6 

jr6.4 

71.6 
90.5 


1?  /•??f4;''^°V"*'**^  ^""^  6  percent  of  tU  £«r»  op«s:«tor»  In 

*  17  percent  In  California,  and  iMre  than  24  percant  In  Florjlda 

Ate  of  Operator 

Except  for  imall  far«a,  no  flgniflcent  difference  li  found  In  tha 
?5J«2^«^*'?o''P*''*'°'^^^y         °f  ^f*»'    ^"  "64,  the  average  Sge  on  SSall 

£LXf"''  relatively  high  age  li  due  to  the  abaance  of 

?^2*n;  fanaera  on  theae  unite.    More  than  half  the  opera-' 

m5I,i  JTS^^  farjM  were  over  55,  and  emong  theae,  360,000  vera  part-te- 
tired,  vlth  m  avenge  age  of  71  yeara.l6/      The  Averice  aee  for  othSr 

?f  Ff"n  operatora  between  35  and  54  accounted  for 

JS*  ^"ii  ^5  I*™"  'i**'  of  f.rma,  except  on  aalaXl  unit"  On 

*  *"5«»t  fama,  the  proportlona  of  fsnaera  under  25  and  over  55  w«a" 
aomewhat  mailer  than  on  medluoi.ilzed  fftraa  (table  24). 

The  average  age  of  operatore  on  the  largeat  fArua  dlffera  allthtlv 
by  type  of  fane.    In  1964,  the  age  waa  loweat  (46)  Si  the  largeat 
caah^graln,  cotton,  and  poultry  farmi  and  the  largeat  live at ock  ranchea. 
and  hlgheat  (50)  on  the  largeat  fruit,  Uveatock    (other  than  poultry  Ind 
dairy),  and  mlaceXlaneoua  fsmia  (table  25).  p««xtz;y  «na 


«  -iM^  t^'  Nlkolltch,  "A  Cowparlfon  of  Age  Levela  of 
Sel£::iiaployed  Peraona,"  USDA,  ERS,  Agr.  Econ.  Rpt*  No. 


Fatvera  and  Other 

125,  Hov.  1967. 
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TtbU  25.— E«ti»«tfd  avtraft  age  of  f«r»  oi»«r«tor»  on  fariM  vlth 
,    of  $100>000  or  mox^t  ^7  tXM  of  f«r»,  1964 


Tyy€  of.^nni  {  Avtragt  ag«  of  optraCor 


CMh-grain  ;  :  4( 

Tobacco  ;  4  «•••••{  .  49 

Oattdft*  ••••••  :  46 

Ochar  flald  croya  t  47 

Vtgatable.   :  47 

rrult  and  nut,,»,.,«  ,   SO 

FouXtry  •  *•«••••:  46 

D«lYr...  •  (  47 

tlvtatock  r«ncbas*  •«••*••• »  ».t  46 

Othar  livtfitock.  ••••«  «.t  50 

Ccnaral  ^.^  «  «••••:  47 

MlaC«ll«itoM...,»  $  50 

Sourca:  ZaclMatid  on  fcha  hBsU  of  dtta  on  dlttrlbutlon  of  oparatora  by  ^g«, 
Cuatxm  of  Agrlcultura,  VoX.  2,  ai.  6,  tab  la  16,  pp,  656  •nd"657» 
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The  average  age  o£  farm  operation  on  farmi  with  lalei  of  $100,000 
or  more  dlfferi  alio  by  State  and  region.    The  age  li  hlgheit  In  TIew 
England,  Weit  Virginia,  Wyoming,  Florida,  Montana,  and  Hawaii,  and  loweit 
In  the  Lake  Sta^eif  Com  Belt,  and  Northern  I»laln»  (fig.  4),17/ 

Educational  Attainment 

Farmeri*  educational  attainment  leemi  to  be  related  to  farm  ilte. 
Th<j  proportion  of  operator!  with  education  1«  greattit  on  amalXer  fana 
In  X964,  operatori  with  8  yean  of  ichool  or  leii  accounted  for  56  per«- 
cent  of  all  operatori  on  tmall  fanni,  45  Percent  on  mtdlum«al£ed  farma, 
and  28  percent  on  large  fami,  but  only  20  percent  on  the  largeit  farmi« 
On  the  other  hand,  operatori  with  4  yean  of  college  accounted  for  4 
percent  of  all  operatori  on  both  imall  and  medium** ilzed  fazmi  and  7  per*- 
cent  on  lafge  farmi,  but  17  percent  on  the  largeit  farmi  (table  26). 

In  1964,  the  average,  level  of  ichoollng  for  all  farmcri  wai  11  yean 
for  operatori  under  35,  10,2  for  operatori  between  35  and  44,  9.4  yean 
for  thoie  between  45  and  54,  8.7  for  thoie  between  55  and  64,  and  8.1 
for  operatori  65  and  over*    But  the  fact  that  younger  fatwen  had  mora 
education  could  not  explain  that  thoie  working  on  farwi  above  the  medlm- 
ilxe  had  the  hlgheit  fducatlonal  attainmtnt.v  A«  ihown  in  table  24, 
operatori  on  larger  farmi  are  not  younger  than  thoie  on  cualler  A|rmi« 
yielther  could  a  comparlaon  by  Statei,  age,  and  educational  attalnmJnt  of 
operatori  on  commercial  fatmi  explain  the  difference  In  educational 
attainment  («pp.  table  20). 


22/  >or  regional  dlfferencei  in  average  age  of  operatori, 
app»  table  40:^ 

.[r'&A        .  35 


102 


0 

-  3211 


FARM  OPEIATORS  HOT  RESIDIHG  OH  FARM  OPERATED 
AS  A  PERCEHTA6E  OF  ALL  FARM  OPERATORS,  If  64 


UnMtd  $f«l««  (SO)  «f.a?6  mil*"*" 


Figure  3 


ESTIMATED  AVERAGE  A6E  OF  OPERATORS 
OH  THE  LARGEST  FARMS,  1944 
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.         .  FAMILY  FARMS  , 

' .  *  '   '  ■  -        '  ■  , 

Thougfi  the  total  tiumber  of  farms  was  reduced  markedly  from  1949  to 
1964,  the  proportion  that  were  family  farms  remainfed  about  the  same  in  . 
that  ppriod^  and' their  share  of  marketings  changed  little.    18/    In  1964, 
family  farms  accounted  for  95  percent  of . all  farms  and  64  percent  of  the 
value  of  all  farm  produc^ts  sold.    Measured  in  constant  dollars,  these 
proportions  were  95  and  69  per^jent  in  .1959  ,  and  95  and  63  percent  in 
1949.         "       :    '  .  ' 

An  analysis  <by  size  of  farm  jfrora  1959  to  T.9 64  shows  that  the  pro- 
portions of  family  farms  and  their  marketings  increased  for  all  f^rm 
sizes,  including  the  largest  farms.    In  1959,  11  percent  of.  these  farms 
were  family  farms,  accounting  for  7  percent  of  total  sales  of- the  largest, 
farms.    In  1964,  14.5  percent  of  the  largest  farms  were  family  farms,  ^ 
accounting  for  8% 4  percent  of  total  sales  by  the  largest  farms« 

The  proportions  of  the  number  and  sales  of  family- op^erated  fafms  did 
not  change  significantly  on  small-sized  farms.    Larg-e  family  farms  ex-r 
panded  considerably  from  1959  to  1964  (table  27).  / 

The  economic  importance  of  family  farms  varies  greatly  by  State  and 
region.    Family  farms  are  most  dominant  in  th€^  North  Central  part  of  ; the 
country,  as  well  as  in  some  of  the  Middle  Atlantic  and  South  Central  .. 
States.    In  Californiaj)  Texas ,  Florida,  and  a  if ew  oth^r  States,  on  the 
contrary,  family  farmr  provide  less  than  half  of  total, farm  sales  (app. 
table  21).  ,  / 

The  importance  of  family  farms  among  the  laicgests. 'farms  also  varies 
greatly  by  State.    This  pattern  generally^  follows^  the  pattern  of  State 
and  regional  differences  for  all  family-operat,^4' f a^ms '-(see  app.  . table 
21).    Thus,  in  Jowa,  where  faraily-operat6d,  unitfs,  kpiiounted  for  91  per-* 
cent  of  all  fata' marketings  in  1964,  family- opei-afcesd  farms  provided  more 
than  45  percent  of  total  Tparicetings  by  the  largest  fa^rms.    In  Calif OOTia,' 
.  on  ^the  cdfQtrary,  where  family^  opera  ted  units  accounted  ,for^  only  21  per- 
cent of  all  farm  marketings,  family-operated  units  accounted  for  less;* 
than  4  p^cent  of  total:  marketings  by  th^.  largest  farrow  (fig.  5) . 

Rapid  increases  in  farm  technology  have  increased  the  quantity  of 
land  and  other  inputs  a  man  can  handle  per  unit  of  time.  In  turn,  tech- 
nological changes  have  greatly  expanded  the  size  of  a  farm  business  that 
can  be  operated  by  a  family.  The  economic  Importance  of  family- operated 
units  among  the  largest  farms,  in  the  greater  part  of  the  United  States, 
« indicates  the  capacity --o^  operators  to  adjust  their  family  operatiqjis  to 
large-sc'al'e  farming.  '  ,^ 

 ^ — — —  ■    ■■      '  ■'      „       ■  ' 

18/ .5^he  essential  cl^aracteristic  of  a  family  farm  is  not  found  in 
the  "sTze  of  its  sables,  a6reagfi^  oi?  capital  investment,  .but  in  the  degree 
to  which  prodtSctive  .effort  Snd  its  reward  ^ire  vested  in  the  family.  The 
family  farm  is  an  agricultural  business  in  which  the  operator  'is  a 
risk-taking  manager  who ,  with  his  family,  does  more  than  half,  of  the  farip 
wotk*    Statistical  information  on  hired  labor  is  ample  and  adequate,  but 
very?  Iit1:le  data„is  available  on  operator  and  family  labor.    However,  the 
family  labor  supply  on  tjhe  average  farm  is.  estimated-  to  be  about  1. 5 
man-yearfi.    To  haVe  a  convenient  wo'rking  definition,  we  classify nairms 
not  using^^red-^management  and 'using  less  than  1.5  man- years  of  hired 
labor  a$T^J;i^it^'^'faTms,  and  thoSe  using  more  than  1,5  man- years  of  hired 
labor  or ^^i^edi management  or  both  as  larger- than- family  farms, 
*  "         '  •    ■/  ■  38 


Tabu  27,r-Kinib«r  and  iilei  of  family  fana*  and  larner-than-faally  fama 
-percantagft  of  total  for  all  fanw,  by  size  of  farm,  1959  and  1964  1/ 


.  Site  of  firm  2  / 
* 

1        Nunber  of  farma  aa  a 
1          percentage -of  total 

!       :  Salea 

«  percentage, 
of  total 

,  .Family 
■:    famia  V 

:  ■  — ^ 

*  Large  r'^than- 

*  family  fat;n»  3/ 

:  Family 
:  fatiiar2/ 

'  Largar-than~ 
j  family  fanu  3/ 

 — '  

1959: 

— — ^-.^  J— 'Percent- — 

89,2 

7.0 

93.0* 

^    •  Large....  

.  *  68.0 

32.0 

'  39*2 

4.2 

5.7  ■  ' 

0.3 

0.5  -.t^ 

Total..,.'. 

. ; .  95.5 

4*5 

69.6 

.30,4 

i96A: 

85,5  , 

.  8.4 

91.6 

La^rge  

.;  7A.8 

25,2 

67.9 

32.1 

"3.0 

$6.5 

3.5  . 

Small..  .. 

99*8 

0.2 

;     ^99. 7 

0.3 

4.9 

64.6 

35.4 

1/  Alaaki  «nd  Hwall  are  not  Included.    Indian  reiervatlona,  Inatltutlonal  farma 
and  other  apeclj|l  fanna  are  also  not  Included. 

2/  Farm  al2ea  mri  meaaured  aa  followi:    The  largeat— $100, 000  or  more:  lar«e— $20  000 
through  $99,-999;  medliim-$5,000  through  $19,999;  arid*  amail— leu  th«n  $5,000 
^/  For  definition,  aae  text,  footnote  18. 

derived  from  apedal  tabtilatloii  of  th»  1^64  Cenaua  of  Agriculture  made 
available  by  Bur.  of  Ceneua,     ^  ' 


•  :  .       .  EFFICIENCY'  ON  THE  LARGEST  FARMS 

efficfency'Sf^?^>?f^  ^^L^,'^^-?^-  technical 

thefle  farms*    Thus,  we  find  on         iT^^I-J  "  efficiency  on 

lizers,  ss  weU.s^s  greSer  vield  a?  Srn *  greater  use  of  ferti- 
per  acre  (table .28) 7  ^  ^^^^^  °^  production  per  animal  and  crops 
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PEKCEHTAGE  OF  lAIGEST  FAIMS'  SALES  < 
ACCOUNTED  FOR  lY  FAMILY  FARMS,  1964* 


•  f  |IM,M)  ••  Ma* 


/ 


Figure  5 

CONCLUSIONS  " 

The  information  *nd  analysis  presented  in  this  report  do  not  fully 
answer  questions  raised  in  the  introduction  about  the  future  of  the 
largest  farms,  . 

However^  the  information  and  analysis  presented  do  Indicate  that 
large-scale  farming  has  still  not  extensively  penetrated  the  organizfitlon 
of  our  farm  production.     Nonetheless,  iti  some  types  of  production  and  In 
some  regions,  this  penetration  has  been  considerable. 

As  for  the  future,  empirical  observation  does  not  indicate  any  con- 
clusive trend  particular  to  the  largest  farms.    They  are  increasing  in 
size  and  number,  as  do  all  other  adequately  sized  groups  of  farms  tinder 
the  impacts  of  new  technological,  eccfnomic,"  and  social  developments. 

In  the  general  race  toward  larger  business  size,  the  number  of  farms 
with  sales  of  $100,000  or  more  probably  reached  40^000  In  1969,  and  their 
gross  sales  accounted  for  at  least  one-third  of  total  sales  by  all  farms. 
Such  expansion  of  large-scale  farming  is  believed  to  be  centering  in  about 
the  same  geographic  areas,  and  in  the  same  kinds  of  crop  and  livestock 
production  as  indicated  by  data  in  this  report , 
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Apptadik  t«bX«  i5«-"-T«nur«  uridtr  which  trnMrnA  waa  opatatad,  Kll  fanw, 
tpacl£ladyaar«i 


Yaar 


Total 
farmland  1/ 


F*rcttxtat«  of  faxmlind 
oparatad  undtr-^2^/ 


Ownarship    :  Hantal 


Faid 
pumaganant 


Millidci  acr— 


-*----jParctnt- 


1944  2/..  ....! 

^949  •«••••«•« 

1954  3/*.  • 

1959.T  ••o......; 

1964.....*  r  


1,142 

53 

38 

9 

1,161 

■  56. 

35 

■-■.9 

1^160 

56 

35 

9 

1,123 

55 

35 

10 

1,11Q 

54 

4/  36 

10 

JL/  Excapt'for  1944,  totals  for  tha  3  kinda  of  tanuraa  wa^a  aatiiiatad  by  aaaualnK 
thft  part  ownara(inclu4«d  In  both  omarahip  and  rantal)  did  not 'atib rant  thiiir  rantad 
land, 

2/    Conputad  bafora  rdundlng  nunbars. 

^Alaaka  and  Hiwall  not  Includad. 
X/    Eatiaatad  by  subtracting  acraagca  bp«ratad  by  ovnara  and  nanagSrs  *f row  l^btal 
acraaga. 


Sourca;    1964  Canaus  of  Agticultura,  Vol.  U,  pi.  8,  tabla  i,  p.  754. 
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11    Inclu^a  »o«a  o^ratora  vho  Wo^ad  on  othar  faraa* 
Urm  uaa  on  oChar  faraa. 
MA  »  Hoc  ar^Ucaiila, 

Soarai;    1964  Canaua  of  Atrlcultura.  Vol.  Z,  tfIkU  23. 
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3,311 

4,  )M 
4,331 
3.470 

3.M7 

3.  t7l 
4.10f 

4,24? 
3,401 
4,4fO 

14,M4 
1.340 

4.141 
3.74i 

4,  MI 
4.M3 
3,42t 
4,174 
4,74t 
2,t04 

4,143 
2,131 
4,524 

3,SJ 


Soyrut  1M4  C«Mwof  AKtlcultttf*.  Val.  2,  e«bl«  23. 
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^  HJUniNGS  OK 

THE  KOLU  or  GIAMT  COMOitAMWrS  IK  THE  AM£]|ICAN  AMD  WOWiJ^COHOMlIS 

IPART  3«    CORFOKATE  StCRXCY:  AGRIBUSIMJCSS 

Btfora  tha  * 

SUBCOHHITTEB  ON  MOHOf  OLY  OF  THE  SELECT  COMMITTEE  ON  SHALL  BUSINESS 
UHITID  STATES  StNATfi 

Waihington,       C,  Karch  1,  1972' 

QPEHINQ  STATEMENT  BY  smTOH  OAYLORD  NELSON 
ChainiMuif  subcoMMittaa  on  Monopoly 

# 

^Today  and  tomorrow  tha  Subcoiwiiittaa  on  Monopoly  will  contihua 

I 

part  3  o£  itf  haarlngi  on  th«  rola  o£  giant  corporationa  in  tha  *, 
AMifirican  am)  world  aconomiat.    Fart  3  ia  cohcamad  with  tha  af facta 
of  corporata  giantism  and  corporata  aacracy  in  iigricultura* 

The  thraa  parta  of  that  thraaf old, topic  ara  not  only  ralavant 
but  vitally  iNportant  to  amaU  bualnaaa,  for  aavaral  r«aaoni«  ^ 

Agricultura  ia  iwportant/ firat,  bacauaa  tha  fMily  farm  ia  ' 
itaalf  a  aiiall  buainaaa,    in  ita  highaat  form^  whan  natufa  favora' 
and  aociaty  parwita,  it  axawplifiaa  tha  valuai  tha  Sanata.'^nall  Buainaaa 
committaa  ex^ata  to  aarva  and  parpatuata,    Bayond  that,  agricultura  ia  . 
important  bacauaa  tha  condition  and  aurvival  pf  wany  othar  typaa  of  '  » 
amall  buainastaa,  and  of  awall  towna,  hang  upon  tha  condition  and 
■urvival  of  family  farming  concarna.  .  ori  thia  point,  our  flrat  witriiia 

today  ia^a  pionaaring  axpart,  and  all  our  witnaaaia  hava  highaat 

-  \      ■  '  '  ■        ^  , 

cradantiala. 


'        Corppa^e^gi,2mtisin  Is  important #  because  large  (ipirporatlonit 
are  moving  into  agriqulture  and  affecting  the  survival  prpape^jt:s  of 
f^ly  f anas  arid  of  the  lyiail  bujsihesses  that  si^e  and  «!^e  seryeJS- 
by  the  f2U3tt8«  ^» 

'  Corporate  secrecy  is  important,  because  its  practice:  prevents 
;^unners  "and  the  public  from  knowing  all  they  need  to  Know  in  order  to 
understsmd,  evaluate  and  make  policy  ^ecis^ons  on  linportant  cultur^, 
.political  and  econc»nic  matters  which  affect  the  welfare  and  fut)iire  of 
the  country,  ^         o  *'  . 

The  extent  to  ^which  farmers  *  lives  *r*e  being  chanbed  is  ^ 

••  :  .    ■  \  • 

reflected  nowhere  more  vividly  thzm  in  the  agricultural  census  data. 
^  .          ^  •       ^.  " 

a*e  slightly  over  2.9  millixsn  fzunons  in  this  country  today  are  just 

half  th&  nvimbei^  that  existed  25  years  agS^  when  Professor.  Goldschmidt, 

our  first  witness,  made  his  study  of  Arvin  and  Pinuba,  C^lifoimia, 

'  "    ,  •  .*  »  ^ 

''1    Th±B^taorxi^tg,  Dr#  'Goldschmidt  is  going  to  tzOce  us  on  a        ,  ^ 
guided  tour  of  the  making  of  that  famous  study — <uid  of  a  part  that 

fc.  ■  •  m  . 

*  waftn't  nfade — and  then  he  and  his  colleague  will  discuss  later  work 

7    <         '  • 
in*  the  same  field.    Even  more  iit^ortant,  they  will  discuss  the  urgent. 

work  that  is  still  waiting  to  be  dbne. 

7he  Subpommittee  welcomes  as  itsBwitrieiises  today  Professor 

waiter  Goldschmidt  of  thd  De|)artment  of  Anthropology,  University  of 

Calif osmia  at  I^ps  i^geles;  Professor  Philip  H.  Raup  of  the  Department 
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cte  Agricultural  «n4  Applied  Eponomici,  Un£ver«ity  of  Minn««ot«; 
J3;Qfeaaor  Bug«ne  A.  wilkening  o£  th«  i>«p»rtni«nt  of  Rural  Sociology, 
U)niv«S:aity  of  wi»eon«in;  and  Profeiior  Hichard  Dv>  Rodafeid  of  the 
Dapartp»nt  of  Sociology,  Michigan  St*te  univaraity.  ^ 
,       Wa  «hall  hear  -thaw  in  that  ordar»»  .  ' 


J 


/ 


,  For  Release  Upon  Delivery 
^    March  1,  1972 


Statement  of 
Professor  Richard  D»  Rodefeld 
Instructor,  Depar^Jhyit  of  Sociology 
^        *  Michigan  Staljjb  University    '  ^  -  * 

,  •*  .         "rooto  J*18,.Ber'kw  Hall      *  v-" 
East  Lansing,  Mi,chigan  48823 

9 

^  Prepared  forj  n 

HearingD  on 

THE  ROLE  or  GIANT,  CORPORATIOHS  IN  ,TIIB  AMERICAN  AND  WORLD  ECONOMIES 

'  PART  3.    CORPORATE  SECRECY:  AGRIBUSIHESS^ 

'  »         Before  the         '   .  .  - 

SUBCOMMITTEE  ON  MOKOI^OLY  of  the*: SELECT  COMMITTEE  ON  SHALL  BUSINESS 
»■  '•  ■     -     .  * 

UNITED  STATES  "SENATE  ^ 

Room  31ff,.  Old».Senate  Office  Building 

X  W«»hington,  D*  C. 
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'  -    ^  ^  /  .    A   •  ' 
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THE  CURRENT  GTATUO  OF  U.  0. 
*  "COJIPORATE"  FARM  RECmeH 

*  • 

In  the  last  four  to  five  years,  «  great  de.il  of  concern  his  been.  «x« 
preiied  Jby  many  rural  people,  farm  and^'nonfarw,  about  a  phenonwenon 
coBWonly  referred  to  as  "corporateij  or  "corporation"  farming.   The  fact 
this  hearfjp  la  being  held  today  ia  in  itself  strong  evidence  of  this 
concern.    Claims  have  been  made  that  for  varioua.jjei?ions  the  nui)er  and  - 
importance  of  cuch  farms  have  beeti  incrcafjing  in  recent  jreara.j^^It  has 
been  argued  a  continuation  of  this  trend  would  have  wore  negative  or  un- 
desireable  effeGtg  associated  with  it^^than  positive  effects.  This  has 
provided  the  najor  -jastification  for  attempts  to  exert  control  over  or 
influence  the -tTend  ^toward  "corporate"  fanu's. 

Hy  wmiov  objective  in  this  presentation  will  be  to  address  various 

issues  atewning  ^rorf}  and  aViggested  by  this  situation.    Gpeelfically,  I 

would'*  like,  to  review:  what  some  of  the  major  questions  in  this  area  are 

and  the  types  of  ^infprination  needed;  thii  findings  and  adequacy  of  a  few 

wajor  re3ear(;Ji  efforts  in  the  area^f  "corporate"  fanning;  and  a,  proposal 

for  r^esearch  which  would  seek  to  determine  what  coewunity  effects  would  be 

asiooiated  with  a  change  from  "family"  to"  "corporate"  farms.  •  ^  • 

I  ^ 
II,  Major  Queationg  About  "Sorporate"  Farms 

Froei  a  research  and  policy  "perspective,  research  should  be  carried  out 

and  answers  provided  to  at  least  six  major  questions  About  "corporate"  or 

"corporation"  farms.    These  questicns  are:       3  »  . 

"  .  1.    What  are*  they?  *  ' 

.2*    What  are  their  charaoteristics?  ^    ^  ' 

3.    How  do  they  differ  from  "family"  fa^ras? 
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What  is  their  tretxl  In  numbers  and  characteristics? 

5.  What  is  causing  the  tren^l  toward  thtm? 

6.  What  effects  will*  aeccsmpany  a  trend  toward  them? 


A»  What  is  a  "cor)()orate*'  or  "corj^atipn*M[ai^? 

The  first  (jutition  which  nust  be  answered  is  "what  is  a  •corporate' 
or  •corporation'  farm"?  -The  centrality  and  iwportance  of  this  queation  ia 
derived  y  froa^he  fact  that  the  answer  provided  to  it  wilX  influence  the 
anawers  provided  for  all  additional  quesiiona  asked  about  *V:orporata"  farms T 
the  answers  to  the  other  questions,  of  coursa,  will  determine  the  extent  to^ 
whleh  '♦'corporate"  farms  are  viewed  as  a  societal  problem  i  the  urgency  with 
whicih.  attempts  will  )ie  made  to  solve  the  problem,  and  the  waya  in  which  tha 
problem  mi j(ht  fc^olved.  .  Discussion-a  of  "corporate"  faxva  and  the  pftoiijion 
of  anewers  .Vo  questions  about  "corporate"  farms  have  been  hindered  conaidec'* 
ably  and  of  tan  Worked  at  "cross-purposes  "#  because  of  difference*  in  how  "cor-, 
porate"  farm  have  been  defined. 

for  instance >  some  have  defined  "corporate"  farms,  generally,  as  legally 
incorporated  businesdes  with  ag^icultural^roductian•  When  this  approach  is 
taken,|in  attwjpt  is  usually  made  to  distinguish  between  incorporated  "family" 

(closely  held)  ancV.  "nohfamily"  (noneloaely  held)  farms,    Jncorpcrated  "non» 

<i  ■         .  - 

family"  farms  most  likely  would  be  those  thought  of  by  most  as  "corporate" 

'  • 

farms.    "Corporate"  farms  laive  also  been  defined,  primarily  through  examples 
in  the  mass  media  as  farms  owned  by  nonfarm  corporations  such  as  Tentieco, 
Stokely  Van  Camp,  Purex,  Boeing,  RaJlston  Purina,  Gates  Rubber,  etc.  Another 
definition  of  "corporate"  farms  is  JtiSrgei  absentee  owned  farms  with  hired 
managers  and  hired  workers.   This  deftnifipn  is  derived  from  the  testimonies 
of  rural  farm  and  nonfarm  people  before  this  Subcommittee  in  Omaha  and'Eaii  ^ 
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Clmive  in  1968.^   "Corporate"  farms  could  al9o  tc  defintd  as  ail  "nonfamily"  . 
fara?.  ilerc,  of  course,  a  daflnitiomof  vhat  a  ^'family"  farm  is  tecomcs 
necassary.    Guch  a  definition  will,  of  course,  bo  necessary  if  "eorporata'* 
and  "faslly"  fanna  are  to'ba  compared. 

In  the  past,        types  of  farrta  have  bten  efjuatcd  with  "family »»  farmiss 
thoaa  owner -operated  and  those  using  lass  hiref^l  labor  than  that  provided  by 
th^lndivldfial  operaifor  and  his  family.    I'Honfaaily"  farms' have  been  equated 
with  nonowncr-of crated  fatms  (tenant  and  hired  manager),  and  those  using  more 
hired  labor  than  that  pr/>vided  by  the  individual  operator  and  his  f aniily* 

While  all  of  the  definitions  of  "corporata"  farms  cjound  similar,  and  to. 
many  perhaps  appear  the  same,  thay  are  in  fact  all  different.   Thus, s while 
all  nonfarm  corporations  ara  legally  incorporatad,  not  all  legally  incorporated 
fanna  are  nonfarm  corporations.    Cimilarly  not  all, large  farms* with  absentee 
owntra,  hired  managers  and  hired  workers,  or  all  "nonfamily"  farma  are  legally 
incorporated.   While  all  nonfarm  corporation  farms  are  "noilfamily",  not  all 
"nonfamily"  forms ^are  owned  by  nonfarm  corporations.   Not  all  large  farms  with 
absentee  owners,  hired  managers  and  hired  workers  (Cfa  owned  by  nonfarm' corpor- 
ationi.    These  may  also  be  owned  by  an  individual,  family  or  small  group  of  un^ 
related  indivldyala.    With  the  variety  of' "corporate"  farm  definitions  which 
hava  been  used,  it  is  not  surprising  diaajjfeements  have  occurred  over  the 
numbtr,  characterlatlcs,  trends  and  significance  of  "corporate"  farms« 


^Corporation  Farming,  I!earifigs  befWe  the  Subcommittee  on  inonopoly  of  1;ha  Celeot 
coawittees  otH^Mll  Business^  United  States  Cehate,  ninetieth  Congress,  Gecond 
Seaaion  on  the  Effects  of  Corporation  Farming  on  Gmall  Business,  Great  Plains 
and  Upper  Midwest,  U.O.  Government  Printing  Office,  Washington,  1968. 

^Dlacuaslons  of  these  farm  types  and  their  definltlonfl  can  be  found  in:  Nlkolltch, 
J^*^oJ«f  Si^JbMP  t^arseat^Fagms,  UGDA  ERS,  Agr.  Hcon.  Jiep.  No»  17Gf  March  1070 
and  MoyeFruS^iTo.,  Harohau  Harris  and  yarle  B.  Harmon,  IindTjm^e_in^Jh« 
United  Statea;  Developfrtent  and  Status,  USDA  EHG  Agr.  Inf.  BUI.  Ho.  33B,  June, 
1969.  ; 
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X*'  Fath  Types  Defined 

ClMrly,  a  cOassif icatlon  system  of  farms  la  need*d\whlch  wiU 
•licit, a  high  level  of  tinaniralty-,  will  be  comparable  to  classifications 

uae<I  In  the  past  and  be  flexible  enough  to  overcome  major  dlffar»nc»»  of 

■  •  •» 

opinion  as  to  what  constitutes  a  "faMny»%  ♦•nonfamlly"  or  "corporate"  farm. 
I  have  developed  one  such  achene  which  I  think  satlsfiea  theae  criteria. 
'Four  ideal  types  of  farms  are  identified.    Thcsa  types  are:  -family  <FF),. 
tenant  (TF),  larger  than  family  (WFF)  and  large  scale  industrial  (LSIF).  ^ 
Tt^astabllsh  these  farm  types,  all  farms  are  first  divided  into  two  groups; 
those  owner-opcatcd  and  those  nonowner-opeated.    Essentially,  this  is  a 
distinction  between  absentee  ^nd  nonabsentee  owned  farms.  Owntr-ope»ated 
farms  are  then  divided  into  those  which"  have  less  than  half  their  total  wor^ 
providJl  by  hired  workers  (FF),  and  those  which  have  more  than  half  their 
work  provided  by  hired  workers  (WFF).    The  same  distinction  la  made  for  non- 
owner-operatad  (absentee  owned)  farms.    Those  with  less  than  half  their  ^totaf 
work  provided  by  hired  workers-  are  classified*  as  TF*a,  those  with  more  than 


half  as  LGIpta. 


^0    "Corporate"  Farm  Defined  • 

Taking  thia  approach,'  what  then  la  a  "corporate*^  farm?   and  a 
"family"  fkm7   Clearly,  the  L3IF  Is^ most  directly  anaiogoua  to  what  has  been 
referred  to  as  a  "corporate"  farm  by  rural  people  and  farm  organization  leat^jirs. 
Gilbert  fihode,  the  I>resldent  of  the  Wisconsin  Farmers  Union  who  testli^led  l>efore 
this  Gubcommittee  on  December      1971,  as  a  spokesman  for  the  Kational  Fathers 
Union,  has  stated  that  his  organliation  is  most  concerned  with  those  farms  ' 
identified  by  thla  speaker  ao  being  of  the  large  scale  industrial  type  (LOIF)^. 


Wisconsin  Farmers  Union  News.  Vol.  30,  Ko.  7,  Apt»iri2,  1971,  p.  t». 
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Since  th«se  fixmn  have  hired  managers  and  workers,  they  also  would  be  eK- 
.  pcctcd  to,  be  larger  -than  the  average  farm. 

In  ado^t4^g  this  definition »  it  will  probably  be  useful  to  distinguish 
between  two  major  types  of  IiSIF's:    those  owned  by*nonfara  corporations  and 
those  owned  by  an  Individual*  family  or.  small  group  of  unrelated  individuals* 
As  was  pointed  out  earlier,  most  of  the  publicity  to  date  has  centered  around 
^IjSIF's  owned  by  nonfarm  corporations. 

One  unfortunate  function  of  the  exclusive  publicity  given  to  LSIF's  owned 
by  nonfarm  corporations,  hao  been  the  resultant  impression  created  that  this  Is 
all  that  haa  been  meant  by  "corporate"  farms.    Thl^  most  assuredly  Is  not  the 
case»  however.    At  the  local  community  level,  rural^  people  ara  probably  most 
concerned  with  LGIF's  owned  by  an  individual,  family  or  small  group  of  un- 
related  individuals,  if  for  no  other  reason  than  most  IiOIF's  are  of  this  type. 
Our  reaearch  in  Wisconsin,  for  Instance,  found  76%  -pf  all  incorporated  LOIF^s 
were  of  this  type.     Furthermore,  when  the  possible  effects  of  "corporate"  ^ 
farms  on  local  communities  have  been  discussed,  distinctions  have  not  been 
Mde  between  the  two  types  of  LGIF's.    Numerous  examples  were  presented  in 
thle  Gubeommittee»s  19G8  hearings  of  specific  "corporate"* farms  which  were 
actually  owned  by  an  absentee  individual,  family  9r  small  group  of  unrelated 
individuals,  not  a  nonfarm  corporation.  ^ 

It  ahould  also  be  kept  in  mind  that  if  it  i«  agreed  aU'LGIF's  are  "cor- 
porate" farms,  then  when  "corporate"  farms  are  enumerated  for  study,  all  tOIF's 
ahould  be  Included  in  that  enumeration/  Enumerations  of  legally  Incorporated 
fami  will  not  Include  all  LGIF's.    If  the  research  is  accurate,  all  or  most 
nonfarm  corporations  with  farm  operations  wllX  be  included,  but  not  all  LGIF's 


**Rodefeld,  Richard  D.,  Wisconsin  IncOrperated  Farms  l!  Types ♦  Characterlgtlcg, 
*»d  Trernlo,  Center  fot?  Apolied  Coelology  (Hi),  Departrient  of  Kural  Gociology, 
Onlverelty  of  Wisconsin,  Hidlson,  December,  l^^^l,  p.  12. 
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owned  ty  an  SfKJiviiJual,  famUy  or  saall.  group  of  unrelattd  Individuals  olnc* 
this  type  of  LGir  need  not*l:e  legally  Incorporated.    *        .  - 

.•I  tiling  t!ie  family  type  faro  (Ff)  as  defined  litre  watt  cloiciy 
approximates  the  hlotcrlcal  aeanirig  of  "family"  farm  and  the  »«anint  still 

attached  to  thifj  term  by  meat  MicSwestern  farmers,  i.e.  a  farm  ownrfd  and 

*  •     .  .         '  •         .  * 

r  managed  ^y  an  individual  cr  a  family »  who  also  do  all  or  the  majority  of  the 
vork  on  the  farm.  /]n':2cubteaiy ,  evVryone  would  agree  that  family  type  farms 
(FF)  are  "faJfeily"  farms  «ven  thz^igh  disagreeing,  perhaps on  whether  TF's 
aw^IiTFF's  ajfe^ffiCDt  appropriately  viewed  as  "family"  or  "nonfamlly"  farms. 
This  auggesto  ^ho  deoireability  of  classifying  these  farm  typef  separately 
and  distlnguish^lng  thero  from  either,  FF's^or  LGIF's.    If  farms  are  classified 
and  descrited  in  terms  of  these  fcir  farm  types,  then  regardless  of  how  Indl- 

vldual  viewers  choose  to  define  "family"  or  "nonfamlly"  farms,  they  will  be 

♦     •  ■  ' 

able  to  aggregate  the  data  in  a  way  consistent  with  tlielr  views.   An  example 

S  what  is  meant  here  will  aJ^'so  illustrate  this  classification  procedure  ia 
conalatent  g^ith  two  other  major  farm  clasoificatlon  systems.    You  will  recall 
one  major  classification  was  based  on  who  operated  the  farm  on  a  daily  basis: 

the  owner  (part  or  full),  a  hired  manager  or  a  tenant.   The  tendency  has  been 

*     '  *  *  « 

to  view  Gwner-opeated  farms  (FF'a  and  r»TFF»s)  as  "family"  and  nonowner-operatad 

farms  (TF's  and  LGlF's)  aa.^nanfaaily".   The  second  maj'or  type  of  classification 
*  was  based  on  the  amouht  of  hired  labor.   Farms  employing  less  than  US  man  yews 
•   of  hired  Zabor  per  year  (TF's  and  FF»s)  have  been  viewed  as  "family",  while 
those  employing  more  than  1.5  man  years  (LTFF  and  LOIF)  have  been  viewed  as 
"nonfamlly".    Thus,  if  fanns  are  classified  initially  as  .to  the  fojir  suggested 
'^pai,  they  can  be  combined  in  various  ways  to  approximate  "family"  and  "non- 
family"  'fanrs  as  specif led' in  previous  classifications.   This  flexibility  was 
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-       ndt  Wesient*  in'  eitli«r»*of  the  previous.  cXaasif icatloh? ,7 yJ         '"  * 

*  **  '    *      -  .-^  ■•  .  -  •    •»/  '  .■  <  V*  ■•'■■'V 

/   *      B.^  Hoy  Many  **Corf>orate**  (or  LSIF)  Garros :  3t'e  Th^e  aiuf  What^Are  Theii? 
'^/^  .    '  "  theii*  Characteristics?,      ■  '   '.    ~^    '  ^  ■ ' '      •  '  ■  ^  ^ 

'  .  5  laf orrogtf ion  should      obtaiiled;  on  the  number  and  basic  dtfscri^ive 

'  '  *  characteri^.l^cs'of  "^oorporate"  .(LSIF)  fsrws  for  .the  nation  ds  a 

.       ^ftT*  4Tiri?^ifli5iS^*sl-a1:es.^.Al:  a  minimuffi •  the .f oilowing  types  of  inf 


whoK  and 

.  i  •«  ■        If  «  •  ■  -  -  A 

^  for  individx^lfil^states.  .At  a  minimum,  the, following  types  of  information 


^*     *  '  sltould  be-' obtaiijedi  acreage  ^aratteristicS  (owned,  rented  to  and  ffiom,  crop. 


acres^'ahd  to-idjT^es  opipa»ated).r,  production  characteristics  (tjrp^s,  quantity i 


>        ya4,ue),\ numbers  and  types  of  wanagerfe  an^  hired  tforlcers,  number  and  types  of 
.  -  ^3Wn«»s/„nonagi^icultniral"biXsinSssJ.nterests  of,  th    owners,^  the  v^lue  Of  th^  ^ 

farm*  and  year  established.    Hi.th  thii^and  perhaps  other  information,  the  ' 

♦  ■         ,    -  f   ^     , '  p     ■«..,■■'-*..  *  '-  . 

-   -  'present  abscltite  status  of^IiSIF's'  or  *  "corporate"  farms  can  be  assessed  for  the 
'  -  '  natibb  ^nd  individual  states .  »      ,       -    -  -/ 

'  ,    ■  .      J  "  *  .  '  -    '  V        '  ' 

^  ,  This  information  will  play  an  important  roite  in  determining  thi.^tent  to_ 

*.'.**■"  . '         ■        *■''/■'■*»-'■■*.      ^  J-'  -  - 

'  ,  whichjftsi^S  or  "corporate**  farms  are  viewed  as  a  problem,  ^t  the  present,  time 
.   ^  •  •    --^^  •       •  .  ."  ..     .  ■ 

-     and  mieht  influence  theT urgency  associated,  with  attempts  to. solve  the  problem.. 

Foi»  instance,  if  a  smaja.nun^fer  of  suph  farmst.are  found  nati^fnttily,  equally 
.     distciJ^^d'  across  states  and  ente^rise  areas  and  dp  npt  ^count  for  hi|h  per- 
centages of  total  farm  sali^  or  s'ales  within  specific  product  areas,  not  much 

,of  a  problem  would  seeii  to  eniat  and  coA»erh  wi-tti  these  farms  op  this  basis;  ^  • 
'1  •  .■'  '  ■.  ■ « 

*  Mduld^W  low/  If  .ott^ the  .other  hand,  thejief  |a35ras  are  foUnd  to  be  presently 
. .     '  '•  '■■  "*        •    ■  ^  ' 

playing  a  significant  role  either  in  a3>  States  or  a.  large  number'  of  states 


«nd/or  in  all  or  a  number  of 'sp'dcific  ^odUQt  areas,  it  is^^ch  m^e  likely 
%hey  will  be  viewed  as  a  probleiA  presently  wprlEhy  of  r^aoteh  and  legislative 
activity.    Three.  Research  ef foists  ^which  have  soughrt  to  provide  this  type  of 
iitformation  will  be  disctJiised  in  this^presij^tation;.  They  arer  the^9$9  USDA 
'     ERS  national  survey  of  legally  incOT-pbrated  farms;  the  1969  Census  of  Agricul- 
ture, and  vrisconsin  researclj  on  legally  iticorporated  f  arjiis  *  '  '      '  ' 
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C.    How  Do  "Cflrpopate"  {IiSIF)  Inarms  Differ  From  "Family"  Farms" V  ' 


o         The  inforrtiatipn  sought  here  is  what  the  magnitude  of  difference* is 

.  '  '     ..  ,■  .       .       ■      '     *    r'i:  • 

lietween  "corpprate"  (JiSIFX  farms  and  "family"  farms  for  various  f arm  charaftt-  * 

■V  i.  '*     •■ .  #•  4,  .  •     ■       .  * 

.  eristics .   .The  scune  information  necessary^  or  desireable  to  describe  "corporate" 

(LS1f)»  fartos  ^n  also  serve  as  the  hhsi^  for  comparisons  between  such  farms  and^  ^ 

•     ■       .  '  ■■     .  ■  ■     .    '  ,  "       *     .  * 

"family"  fa3?ms.    Thus,  average  acreages  f  or  the  nation  and  individual  -states 

" could i^e  compared  as  could  average;  income,  number  of  hired 'workers  and  pro- 
duction  characteristics  (number  of  be%f  cattle,  milk  Cows,  acres  of  vegetables, 
etc*>.    Comparisons  ^oi^ld  also  be  made  in  terms  of  the  -  national  and  jState  totals- 
of  various  farm  characteristics  C|icreage,  production,  sales,  etc.)  accounted  for 

,  hy  each  type  of  farm*  •  . 


These  relative  ^e«  of  inf ormatfon  will,  or  could  have  the^4feme  effects  sug^ 
.geited  for  the  ajsolut5^"corporate'^  (LSIF)  farm  cljaract eristics.    Thus,  if  the 
magnitude  of- difference  be«We en  "corporate"  (LSIF)' and  "faaily"  farm  siverages 
for  vai»i9Us  farm  characteristics  is  small, "and ^'corporate"  (LSIF)  farms  account  ■ 
for  low- pe^f&entages  of  ail  types  of  agricultural  "production \nd  sales  for  the 
nation  and  individual  states,  no  problem  will  be  perceived  as  presently  existing,,, 
with  "corporate"  (iSIF)  farms.    If  0ie  diff tfrencfs  in  average  characteristics  are 
large  and/or  "coibporate"  (LSIF)  faaims  account  for  high' percentages  of  sales  in  ail 
or  some  production  area«^  the^  probability  is  higher  these  fazros  will  be^Viewed  as 

M  present  problem  and  a  threat  to  "fanfily"  faymsV  -  One  reason 'for  devoting  » 

•  #     '  ,  •  . 

Attention  to  the  ways  in  which  "corporate"  and"  "familvj'  farms  are  defined  is  that  ^  > 
this  'alone  can  influence  the  magnitude  of  'differences  observed,  ^u^t  as  it  will 
influence  the  number,  and  absolute  characteristics  of  "corporate"  farm^*  » 

The  USDA,  Census  for  Agriculture  and  Wipconisin  research  report  information  " 
related  to  this  question.  .  ^  "  ' 
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■  •     • '  ■    ■    '      . ■^ ^  '  >  ^      ^  ^  ' '■'■.'-^'^  ■ 

■  D.  ^ What  is  the  TVend  in  the  Humbep  of  "Corporate"  (LSIF)  Farms  andS 

Their  Characteristica?  ■   ^-     ^  ■•'    ^     '  ■ 

.         this  Infonnation  is  important  since  it  will  suggest  at  what  point 
in  the  future  "corporate"  (LSIF)  farms  might  comprise  a  pr^oblcm  even  thqugrf 
no  pohlem  presently  existf^.^  The  Tnajor  concern  here  would  be  with  the  rate 
at  which  new  "ccrpprate"  (LSIFO  farms  are  being  established  and  what  th*e 
'growtll  rates' in  terms  of  acreage,  income,  in?oductionj'.etc,  are  for  this  type 
>  ■  of  farm.    If  it  is  decided  no  problem  presently  exists  with  "corpgratie"  - 

(IiSIF)  farms  and  these  growth  rates  are  found  to  be  low,  then  the  sens 9  of 
'  urgency  ^n  solving  any-  problems  associated  with  such  farms  will  be  lessened. 
High  or  rapid  growth  rates  should  or  could  have  the  opposite  result*  espe- 
cially if  found  in' conjunction  with  present  high  absolute  numbers  and  large 
relative  differences  when  compared  to  "f amiiy" '  farms .    The  USDA,  Census  of 
Agriculture  and  Wisconsin  research  have  information  relevant  to  this  question- 
•<>•'*".■  , 

E.    What  is  Causing  The  Trend  Toward  "Corporate"  (LSIF)  Farms? 

i>      •  '       •  • 

Related  to  the  trend  information  and  its  assessment  is  information 
which  would  provide  an-  understanding  of  the  forces  which  might  be  causing  a 
change  from  "family"  to  "corporate"  (LSIF)  feams.    A  knowledge  of  these  forces 
is  necessary  not  only  to  understand  the  present  status  of  "corporate"  <LSXF) 
farms,  but  also  for  a|i  accurate  assessment  of  what  the  future  trend  might  be. 
The  present  absolute  and  relative  status  of  Such  farms  might  be  a  short  range 
abberation.    On  the  other  l»nd,  the  forces  which  have  brought  about  tlie  present 
level  of  "corporate"  (LSIF)  farms  might  continue  indefinitely  into  the  future, 
and  perhaps  be  strengthened  with  a  resultant  increase  in  the  level  of  Huch 
farms  over  time.    A  second  reason  for  the  importance  of  this  information  is, 
if  it  is  decided  to  be  in  society's  best  interest  to  control,  regulate  or  res- 
trict "corporate"'  (LSIF)  farms,  sUch  a  gcal  might  be  achieved  4y  i?emoVing  those 
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responsiblfe  for  t!ie  increaaed  nunibei'.  and/or  statas  of  5Udh  fatttis*  ' 
..  ,Th«  gen«!ral  question  which  m'ight  be  asked,  here  %s  "What  conditions*  ' 
.  factors  and  fopeis  are  allowing  for  and  causing  'family*  .farms  to  be  re- 
placed by  'corporate*  <LSIF)  farms?"    Implicit  in  this  question  are  two  ' 
more  specj^f^c  questions  ./^^These  are  r  '        *  ^ 

'  a)    What  conditiona,  factors  and  forces  are  causing  •♦family" 

,  V  farms  to  cease  operation?  and, 

b))f  Wjat  conditions i'  f^cto^^^  and  fordes  are  causing  "corporate'^  >• 
..  .  ...  ■(tSir)  f€p?^s  to  be  .     ;   "      -  V 

. .  Certainly  these  two  phenomena  are  interrelated,    thus,  one  of  the  major 

-  expianations  for  a  decrease  in  "family"  farms  might  be  an  increase  in  «»cor- 

-  porate'*  (LSIF)  farms,  and  conversely, '"corporate"  (LSIP)  farms  might  be  in- 

creasing  because  of  land  made  available  through'  the  diacontinuatron  of  ; 

"family"  farms.    Relatively  different  causal  processes  might  be  involved 

beyond  this  basic  interrelationship,  however.  . 

Pcttsible  Causes  of  a  Decline  in^'Family"  Farms 
"Fainily"  farms  could  be  ceasing  operations  for  a  Variety  of 
reasons  quite  independent  of  the  Status  of  "corporate"  '(LSIF)  farms.  One 
of  these  factors  or  conditions  might  be:  the  inability  of  the  oj^erator  to 
,  secure  an  adequate  income,  which  in  turn  might  ^e  explained  by  a  Variety  of 
factors,  such  a^  . the  inability  of  farmers  to  organiie' and  bargain  collectively 
with  processors 'for  the  price  of  tlieif  products,  thi^inal^ility  to  secure 
capital  for  farm  expansion  and  technological  improVementa,  high  property 
taxes,  inefficient  management,  or  the  inability  to  obtain  land  1^  expanaion. 

Wth  the  retirement  or  death  of  the  farm  operator,  there  may  be  no  other 
.family  members  al^railable  j  willing  or  able  to  take  the  operation  over.  Even 
•if  there  was  a  son-  willing  to  take  ^ver  the  operation,  a  ^number  of  factors 
either  aingO^^or  in  various  combinations  might  reault  in  the  farm's  sale  to 
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noOTtlativea.    Some  of  these  factor*  «re;    a  larje  number  of  brothf^-s  and  * 
aiatiri,  inheritance  laws,  a  h%h  farm  value,,  anticipated  16»f  future 
eaminia  and 'idW  accessibility  to ^^large  amount!  of  capital.    T:he  farm  |v 
.operator  may  hav?!  had  off-Spring  vho  no  lonier  w«?e  available  to  anum^  - 
the  operation*  of 'thte  farm  since  they  had  acquired  nonfarm  <>ccup*tions .  tf 
thia'was  the  case,  then  the  question  roight*e  raised  ^a8;^to  why  they  left  y 
the  farm  and  farming 'in  the  first  place.    This- would  be  especially  true  if  an 
opportunity  had  existed  for-  them  at  the  completion  "df  their  schooling  to 
assume  the  operation  of  the  f««ily  fw?m»    Certainly  factors  like  low  antici^ 
pated  future  earnings  aijd  the  low  prestige  which  society  has  accorded  to  .its 
farmers  might  be  relevant  here.  *  *  • 

•     2,    Possible.  Causes  of  an  Increase  in  "Corporate"  (LSIF)  Farms  . 

On  the  other  hand,'  the  major  conditions,  factors  and  forces  leading 
to  or  causing  "corporate" '(LSIF)  farms  to  be  established  might  be  quite  dif- 
ferent from  those  affecting  the  continuance  or  discontinuance  of  "family"  farms. 
Furthermore,  these  causes  might  be  found  in  a  number  of  institutional  areas. 
For  instance  numerous  economic  factors  might  be  influencing  such  a  trend  ot* 
change,  such  as:  speculation  in  land  and  anticipated  future  demands  for  food; 
the  low  wages  paid  to  hired  labor  made  possible  in  part  by  the  legal  diff icul- 
'lies  encountered  by  hired  workers  in  unionizing;  the  availability  of  rilativlly 
^ge  sums  of  nonfarm  capital  for  inveetment;  and  high,  aseumed  or  re^  prof  its 
as  a  function  of  differential  productivity  and  efficiency/  economies  of  scale, 
and  vertical*  integration.    Characteristics  of  the  legal  etructure  such  as  dif- 
fersntial  advantages  gained  from  various  income  tax  procedures,  such  as  those 
rttating  to  the  "writing-off"  of  farm  losses  and  capital  gains,  would  be  rele- 
vant  here.    Governmental  programs,  for -Instance,  eubsidy  progi^ams  and  those 
reUtiiig  to  import  quotas  might  serve  as^induceiW||^f or  the  establishment  and 
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expansion  of  '»c<fic>por«te"  (LSlF)  farms.    Certain  societal  values  might  also 

be  relevant  here,  especially  to  the  extent' they  are  supportive  of  or  detri- 
mental to  restrictions  which  might  be  placed  on  "corporate"  1[LSIF)  fayms.  ' 

auoh  values  might  be:  those  concerned  with  the-  universal  freedom  of         ,     .  * 
property  ownership  ^pressed  perhaps  in  an  unwillingness  to  plac^any  res^ 
trictions.  on  tlie  ownership  of  private  property  including -farms;  the  assumed 
,  links  between  bigness,  corporations  and  progress  and  the  a^ssuwed  inevitable  (  * 

llty  and  desdreabllity  of  functional  differentiation  and  division  of  labor 
in  the  economic  sphere,  including  farms. '  *  ^ 

LSIF's  might  also  be  evolving  from  former^ FF»s  and  LTFF*s#    If  with  the 
retirement  or  death  of  the  ownfr-operator,  a  deslte  still  exists  to  kaep  the       ^  * 
farm  in  the  family,  though  not 'operated  bjr  the  family,  the  retired  owner- 
operator  or  heirs  might  hire  a  manager  Cformer  LTFF)  or.  manager  and  workers 
^.(former  FF)  to  operate  the  farm,   'In  either  case, ^  a  LSIF  would-be  established 4 

Four  additional  distinctions  might  be  useful  in  attempting  to  specify  the         '  ^, 
causal  processes  leading  to  "corporate"  (LSIF)  farms.    An  attsmpt  might  be 
made, "for  Instance,  to  specify  what  factors  cause  or  laad  to:  the  absents* 
ownership  of  land;  the  absentee  ownership  of  larjse  tracts  of  landVlth  hlred'^ 
managers  and  hired  workers;  the  establishment  of  ?'corporate"  (LSIF)  farms  by 
nonfarm  corporations;  and  their  establishment  by  an  individual,  family  or  dr. 

■  ,  .  a 

small  group  of  uxu*elated  individuals,    Konfarm  corporationi  may  ba  establishing 
"corporate"  (LSIF)  farms  for  major  reai^ons  quite  different  fvon  those  of  Indl-  / 
vlduals  oi?  families* 

While  numerous  suggestions  have  been  made  by*  various  author^  as  to  the  con- 
ditions, factors  and  forces  affecting  t)j^  trend  from  "family"  to  "corporate^^ 
(LSIF)  farms,  little  or  no  research  has  been  carried  out  on  what  these  conditions,  ^ 
etc.  might  be»  and  what  kind  of  relative  weights  the  various  factors  nytSi  hava« 
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,  Thl«  •houW  (Itfinlttly  bt  «n  wta  of  high  restarch  priority. 

.         .  ^  '     ^  .. 

r.    What  Kffict9_wm  AcGowpany, jyrrtnd  Toward  «'Corporat«"  (LSIF)  Farms?  °* 

Parhaps  the  most  lifij[>ortant  •tnplrlcal  infcsrmatlon  neadtd      what  ef facta 
will  accompany  a  changa  from  "family"  to*"corporata"  (LSIF)  farms.   As  Profts-  . 
■or  Wllkening  has  pqlntad  out»  Idaally  tha  affac;ts  x>f  such  a  changa  ahpuld  ba 
dataralntd  for  ail  iavaXo  of  aoclaty:  national,  raglonal,  stata,  cxjwraunlty,  • 
far«,  ;5fwilly  and"  Individual,     ^  ^  * 

Ragardlass  of  the  prasent  or'futura  status  of  4orporata;'  farms  In  tha  UiG., 
a  comparison  of  tht'  social  and  aco'tjomlo,  costs  aijd  btnaflts  aasociated  with  a  , 
,^hanga  from  "family"  to  "corpprata''  farms  Should  datexmlna  what  the  soclaty's- 

'^^^   policy  toward /corporate"  farmi  will  be.    If  tha  social  and  economic  costs  to 
society  aKceed  ^ihe  benefits  of  such  a  change,  . then  any  atfdltlofial  cnanges  In 
this  direction  should  ba  prevented.    The  reaching  of  such  a  .conclusion  rtlght 
also  suggest  such  farms  presently  existing  should  be  discontinued.*  In  other 

'  words,  major  land  reforme  might  be  suggested.    Tha  reverse  situation  should  also 

hold.    If  the  social  and  economic  henefita  to  society  of  "corporate"  farms  ex- 
ceed their  costs,  then  they  not  only  should  ba  allowed  to  exist,  but  they  ' 

"    -should  be  encouraged  with  just  and  humanitarian  programs  developed  for  those 

'J  *  f 

farmers  displaced  by  this  change* 

rop  tb^  question  to  be  adequately  ajldratsad,  reaearch  visa,  a  vai»iety  of 
methodological  approachea  will  ba  nace9«Ary  not  only  between  levsl%,  but  also- 
witjjift.  specific  levels.   An  example  of  (Uffarent  mathoda  used  At  the  same  level  , 
^is  Professor  Goldschmidt's  intensive,  comparative  community  study  of  Arvin  and  ' 
'  rfnuba  wh.era  information  was  obtained  from  a  variety  of  aouwas  and'tha  Wiscon- 
sin reaaarch  commented  on  earlier  by  Profasaor  Wilkening,  which  obtained  infor- 
Nation  on  the  coflwunity  role 'characteristics  of  incorporated  farm  resident 
owners,  hired  managers  and  hired, workeri.  Findinga  from  this  research  will  be 
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!•   Th«  Sf  tua  of  Rtstirch  on  tht  Kff»cf  of  a  Changt  frowT  "Family" 

•,  .        .     **      ,    .  ^  •■ 

Giv«n  th«  |i'ttt  iMportanct  of  InfonNitlon  about  what  tff tfcta  would 
*•  *- 

acdowpany  a  ch«n«t  fi?o«  "fanily"  to  "corporatt"  (LSIF)  fMi  at  th«  varloui 

>  - 

Itvtli^of  ioc.itty,  pr«clous  ilttl«  vi^^ch  hai  "b^tn  carrl'td  ouS  addrtsiaa 
■pacifically  to         qutftlon.   At  th«  national,  rtflonal  and' itat*  lavalf, 
thtrt  ar«  th«oriiS  as  to  vhat  th«  •ffactf  of  •uch  a  chang*  would  ba»  and  Momm 
Infomatlon  cxlsta^  which  has  implications  for  tlisst  lavsXs.   For  instanct* 
^  qusstlons  havH  betn  raised  about  a  contlntitd  trtnd  toward  this  typa  of  farm  in 
t«r»s  of  ths  impllcations^and  possibZa  *ffscts  on  ctntral  *trJcets,  fo^pricts» 
'  a»ount"of  vtrticaX  inttgratlon,  concsntratlon  of  production,  political  dMO« 
cracy  and  prastrvatlon  of  natural  rssourcss  aiwnt  othsrs,   Thtrs  art  no  studiss 
I  know  of  which  havs  actually -batn  carritd  out  at  thssa  Isvsls  addrsssad  to  such 
,  qussticns,  howavsr. 

At  ths  cownunity  Isvsl,  Profsssor  GoidscJ«idt*s  ^study  is  still  ths  only 
study  which  has  btsn  addrasstd  to  this  changs  whifch  has  usad  ths  coswKinity  as  ths*  • 
unit  of  analysis,   Othtr  rtssarch  such  as  that  carr'iad  out  at  Wisconsin,  has 
'  addrssssd  ths  ^usstion  of  sfftets  at  this  Isysl,  but  tha  unit  of  analysis  .has  baan 
tha  individual  not  ths^comiunityt 

So«a  rssaarch,  but  not  a  traat  dsal,.  has  b««n  ctrriad  out  at  ths  lavsl  of  .th* 
fam  c*»  fim.  Rssaarch  dialing  with  ths  qusstions  of  cbantsa  in'pro<^ctlyity  and 
sfficisncy  arc  sxaMplss  of  such  rsswcha  .  ^  . 

As  pointad.out  aarliar  by  Prqfsssor  Kilkaning,  ths  Wisconsin  rasaarch  triad 
to'  obtain  soi^a  infqrnation  on  ths  sf  facts  of  fara  changs  at  ths  lavsls  of  tha 
faally  and  individual/  Littla  othsr  rsssarch  h«s  baan  csJrisd  -^jf'howsysr,  ad« 
drsssad  Jt'o  thi  qusstion  of  affscts  at  thsss  Itvsis. 
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G«n«r«lly»      «lfht  be  said  very  ,  little  rejwarch  has  been  conducted  »t  ^ 
•ny  level  ^of  society  on  what  the  effects  of  a  chan«e  from  "family"  to  "oor- 
^porate"  (LGfD  fanSii  would  be^   Thii  ihould  not  be  taken  to  Imply  there  are 
no  Ideas  or  suspicions  as  to  what  effects  »ighl  accompany  such  a  change.  It 
states,  rather,  that' these  ideas  and  susplcl^  have  not  yet  been  proven  or  / 
diwonstrated  in  a  rigorous  and.  scientific  way*         reason  such  demons;^ratlons 
-have  not  been  made  Is  simply  because  so  little  sclentl.flcally  rigorous  research 
has  attempted  to  test  out  their  validity.  V  * 


•»   2,    Farm  Changes  With  Possible  Cofflmunltv  Effects 


While' the  effects  associated  with  a  change  from  "fam|l3;'»  to  "corpo-  - 
rate'^  (LGir>  farms  at  thr 'coiwuni'^  level  should  be  determined  r  in  an  ideal 
sense,  it  would  also  be  desireable  to  deter«lne  what  tha  specific  causes  of 
those  effect*  were.   In  other  words.  If 'certain  effects  are  brought  about  by  a^ 
change  tb  "corporat*"  (L^IF)  farms,  what  is  it  ipecificaUy  about  such  farms 
that  caused!  the  effects?   The  definitions  of  VF's  and  tOlF's  are  suggestive  of 
two  possible  sources  of  these  effects.   First,  bGIF's  are ia)sentee  owned,  while 
FF's  ire  not.   A  change  from  nonabsentee  to  abaenteji  ftrm  o>mership  might  in  it- 
self have  independent  coemunliy  effects.   For  instance,  profits  earned  from  the 
farm  operation  whichVormerly  rWwalned  in  the  coiiftmnity  will  leave  the  conwunity 
<lth  absentea  ownershljjr 

S^ond,  «  change  from  FF»«  to  IiGIF's  will  involve  a  major  change  in  the  ^om-  " 
position  of  the  rural  farm  work-force.   Namely^  ^  change  from  resident  farm  i)wner« 
and  their  fawilles  to  nonownlng  hired  managers,  workers  and  their  families.  Rela- 
tively  independent  cosmninlty  effects  might  be  associated  with  such  a  change,  if 
those  comprising  the  two  different  work  forces  are  found  to  differ  in  their 
relationships  to  community  Institutions  and  in  the  nature  of  their  comsrunity  roles. 
A  third  i^jsslbility  not  suggested  directly  by  ths  definitions  of  FF»s  and  LGlF's 
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is  that  a  change  from  tV^n  to  LOXPU  might  result  In  a^reduced  nam  land 
ratio  of  comiAunlty  hlnteMands*    If  this  decrease  Is  not  off**eet  by  other 
forces t  deptopulAtlon  will  occur*    This  depopulation  could  aleo  have  Inde- 


pendent effects  ^^h<  conmTnlty* 


3.    pthei?  Research  Relevant  to  the  Effects  of  a  Change  Fafbro  "Fawily" 
ft  ''Corporate''3f<SIF)  Farms        ^  "  ,  . 

^    '  As  pointed  out  previous ly,  while  only  a  few  research  atiidies  have  . 

been  carried  out  specif  lea  lly^on  the  question  of  what  effects  would  be  asso- 
ciated with  a  change  frow  "family"  to  "nonfamily"  or  "corporate"  (IiSil'j  farms, 
some  research  has  been  carried  out  relev^hfit  to  this  Question*   tolt  ins^ancsf 
a  large  number  of-  stxtdles  were  carried  out  In  the  '1930*  a  and  laHO's  on  the 
effects  of  tcnSjj^y*   One  of  the  major  characterletixis  of  tenant  farms  is  that 
,they  are  absentee  owne^«    The  effeotc  which  were  found  to  be  related  specifi- 
cally to  absentee  ownership  might  also  be  relevant  to  the  effects  of  LSIF*s 
which  also  are  absilje^tee  owned*    Cecond,  some'  reeearch  has  been  carried  out  on 
the  effects  of  absentee^  owne4  corporat ions  on  qc^unities*  ^  One  euch  study  was 
that  carried  out  by  Hills  and  6lmer  for  this  Cubcomilttee.   The  effects  of  ab- 
eentee  owned , corporations  located  in  the  population  centers  of  connninlties  may 
be  similar  tt)  or  be  relevant  to  the  effects  of  their  location  in  the  cotaiunity's 
hinterland.    Come  research  has  also  been  carried  dut  on  the  effects  of  large 
corporations  Jk  the  national  levWli^  especially  in  terms  of  market  effects » 
which  might  be  suggestive  of  the  effects  in  -this  area  and  at  this  level  for 
"corporate"  (LGXF)  farms.   A  good  deal  of  research  haa  also  been  carried  put  on 
the  effecrts  Qf  rural  depopulation.    If  depepulation  is  found  to  be  one.  major 
<|Utco«e  of  a  change  from  "family"  to  "corporate"  (LSXF)  farms,  then  this -research 
will  be  useful  in  specifying  what  the  effects  of  such  a  change  will  be. 
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III.  A  Rtvlev  of  Four  Major  Studies  en  "Corporate"  (LSIF)  Farms  .*  . 

1  would  tjcHi  like  to  review' the  findings  und  adequacy  of  four  jnaJor  ^  / 
research  efforts  which  have  sought  to  provide  answers  to^^e  jlrevlous^  six* 

.  questions*  .  This  research  is:  the  1968  OSDA  ERS  national  surv.^^^'tof*  legally 
Incorporated  farms ;^ the  1969  Census  of  Agriculture;  i:9$S~1970  Wi  ' 
research  and- Prof essor  waiter  Goldschmldt^s  studies  of  Arvin  and  Dlnuba» 
Ihe  first  two  research  efforts  an^  parts  of  the  Wisconsin  research  are  most 
rtlevan^  to  question's  about  the  ab^^olut*  characteristics  of  "corporate"  (LGIF)  ■  ^ 

far«s>' their  characterictico  relative  to  "family"  farms,  and  trends  in  tKe»^ 
number  and  charactirlstlcs      "t^ApcJi'iiH"  (LSIF)'  fat'ma.    The  Wisconsin  inter- 
view survey  and  Profcsaor  Goldschmldt • s  research  are  most  relevant  to  the 
question  of  conmunity  effects  associated  with  a  change  fro«  "family"  to  "corpo- 
rate" (LSIF)  f arras.    Coimnents  will  also  be  made  on  certain  aspects  of  corjiorate 

;Aecrecy  hindering  effective 'research.  j  - 


A.    The  19G8  USDAERQ  Survey  of  Incorporated  Farms    -  • 

In  ^68,  the  Economic  Research  Service  division  of  the  OSDA, conducted  a  , 
nation-wide  enumeration  of  all  incorporated  buslnessas  directly  engaged  in  agri- 
cultural production*^   This  research  was  initiated' by  Secretary  of  Agriculture 
treenan  due  to  concern  expressed  over  an  apparent  increase  in  nonfarm  corpora- 
tl(>n«  entering  farming  and  a  lack  of  ewplrlcal  data  on  what  the' magnitude  of 
this  trend  was.    Th«  major  objictlves  of  thi  research  were  to  determine  the 
ijuiBber,  kinda  and  general  charaGteristlca  of  corporations  Involved  In  the  pro- 
duction of  farm  producta.    Specif la  inf/Jrmation  obtalni4  was:  year  of  incorpor- 


^The  results  of  this  resaareh  have, been  reported  In  OSDA  ERS  Agr.  Econ.  Rep. 
Koa.  209,  156  and  IW*  *  • 


ERIC 


215 


3264 


atlon,  typ«  of  owntr  (Individual,  family,  otW),  typ«8  of  l)Uiljrit:i^ j^tyttts,  - 
nurt)tr  and.typts.  of  wanagero  and  workers » *a<i<agc  and  production  clMpi(Sttrii-«  ^ 
tica  and  valua  of  agriciiltural  production.  /fA 


1«    Tha  Impoi^taftca  of  tha  USDA  ERG  Survly  and  Its  Finding!  ^ 
!rhia  rtsaarch  and  ita  findings  is  of  srtat  iaportanct  for  a  nuirtbar 
of  raatons.    First,  similar  data  i|^at  for  only  a  ftv  states  and  no  comparabls 
data  exists  for  the  nation  as  a  whole  at  this  time  <19S9  Cenaus  of  Agriculturs 
HiU  have  similar  data  when  published),    As  a  result^  this  particular  research 
and  its  findings  has  acqiuired  an  sxtremely  high  level  of  importance  and  ussge< 
Its  importance  is  also  heightened^  hy  the '  fact      has  the  Isgitimacy  and  prestige^ 
of  the  federal' governnent  bshind  it.   Up  to  this  point  in  time,  this  research 
has  been  the  primary,  if  not  e)(clusive  source  of  descriptivs  information  avail- 
able to  state  and  national  policy  makers,  policy  influsncers  and  parties  generally 
inter est^^il  in  the  subject  of  ''corporate"  farming,  ' 

'Glvsn  the  importance  of  this  research  and  its  findings,  I  think  it  is  important 
to  recognite  what  some  of       limitations  of-  Lhls  viatii'tift  AiA  Xis-j-iHAings  are. 
The  following  comments  are  summarixed  from  a  paper  which  has  recently  been  com* 
pletwl,  based  in. part  on  a  replication  of  the  OGDA  research  in  Wiscofisin.^ 

2*   The  Proper  Universe  of  "Corporate"  Farms  May  Hot  Have  Been  Studied 
The  univeraa  of  "corporate"  farms  studied  by  the  USDA  were  all  legally 
incorporated  farm  busineasaa  involved  in  agricultural  production.   As  pointed  out " 
previouely,  this  type  of  enumeration  also  includes  incorporated  FF»s,  TF*s  and 
LTFF'a  which  to  date  little  eoijeern  has  bten  expressed  about.   This  is  not 


Rodefeld,  Richard  D.,  "The  1968  UCDA  ERS  Survey  of  U.G.  Incorporated  Farm 
Operatione?  A  Critique  of  Its  Accuracy,  Gonceptuali station  and  I»rocedures," 
eubaiitted  for  publication  to  the  Mlf^i^lfU!^^'^      Agricultural  Economics. 
Jamuiry,  1972/ 


3265 


■  • 

n«c«ft«rily  «  problem ^  howevtr,  «s  long  as  thtse  farms  art  kapt  saparata 
from  "corporate"  or  LSIF's.    More  importantly,  In  ttrwa  of  tha  imiv*r«a 

•  d     ■  •     *  ■ 

•tudlad,  larg« "absentee  owied  farms  vlth  hired  manafers  and  hired  workers  ^ 
(IiSir'a)  vhich  were  not  incorporated  were  not  included,    Bucausa  of  thia,  I 
there  is  no  way  of  Jcnowing  from  this  research  what  ttt*  total  number  of  LSIF'a  . 
ie  or  what  their  charactertics  as  «  jroup  are,  ^ 

An  estiiMte  of  what  the  upper  limits  for  LSIFU  were  in  196H  can  be  ob- 
tained from  the  characteriatics  of  those  farms  operated  by  e  hired  manajer. 
Althoujli  the  exact  percentage  is  not  known,  mcwit  of  these  farms  undoubtedly  bad 
absentee   owncra.    Approximately  70  per*  cent  of  these  farms  reported  hired 
workers  in  19C(*,  suggesting.  30  per  cant  were  either  tenant  or  owner  operated. 
In  igc«*,  there  were  15,088  cocmercial  farms  operated  by  hired  managers.  These 
managers  opei»ated  62. S  million  acres  of  land,  averaging  -H,m6  acr^s  per  farm  and 
had  an  average  value  of  land  and  buildings  of  056H,998  and  an  average  value  of 
products  sold  of  0163,117.®   This  author  hi|s  estimated  that  Yprftximately 

10,300  of  these  farms  were  LGIF's  in  196H,  averaging  0233,859  skies  per  farm 

9 

and  accounting  for  ^.0  per  cent  of  all  commercial  farm  sales.     It  is  not  known, 
of  course,  how  many  or  which  of  thifse  farms  were  incorporated  and  enumerated  by 
thetlGDA  or  were  unincorporated  and  left  ^ut.    Furthermore,  the  charectaristics 
of  those  IiOIF's  left  out  are  not  known.  >  Assuredly,  if  ell  the  IiSIF's  had  b'efn 
•numerated,  thslr  number  would  have  been  greater  than  tbosi  enumeretad  by  the 
USDA. '  •      "  t  ■  \<  ' 


'^UiA  Tenure  In  tlie  United  Gtetes,  ^^^t  op.'cit.,"p>  19. 

^  .   ^  ^r—  

•ibid,  J).  15. 


\  Vdefeld,'  Richard  D. ,  "American  Agriculture;  Farm  Typas  of  tha  Future:  Froceasss 
Affecting  and  Differentiel  EffeGts",an  unpublished  (MI)  paptr,  p.  7.  ^ 
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•       1     .  *  -        ^ "     '    1    '    '      *  • 

»    .  3.   Yh«  Aecuracy  with  Which  Lwlly  Incorporate  rir»»  tto'fi  * 

/       EDUWcr*t«a  Apptars  Quif  Low    .      ♦ .  ■  p'  .  . 

K      ,  '     .  ■  .-  •   •  ,  '         .  ' 

In  Wiicohiln,  it  v«s.  foMnd  37  p«r  ctot  (Nxl95)  of  th»  corpora tlpoi. 

•nufctr«t«d  by  th«  USDA  ^"532}  vcr*  not  ^ualifltd  for  incXuiion.   A  larg t 

iMuibar  of  thtia  far«i  wtr*  not  incorpor«t«d^(N=99)  >  bid  no  agricultural  pro- 

duction  OP  busintdis  (N*HO),  wtra  inactivt  or  diitQlv«d»  tr««  faraiy  fortitry 

oparationSf  hunting  and  fishing  clubs,  rtcrtational  farwt  or  war*  txctai  VHilti** 

county  unita  <Ns3S)*   Vurth«r«oraa  H3  per  ctnt  (K*2S2}  of  all  tha  farn  corpor*^ 

ationa  actually  found  in  Wisaon^iin  (Ks58d)  wwa  not  tnuMtrattd  by  th«  USDA. 

Thasjp  dtteminat'iQnt  wtra  bistd  on  a  cowpariion  of  tha  actual  corporation!  anu- 

naratad  by  tha  UGDA  and  by  Viaconsin  r«icarchtr««   Tha  latter  rttaarch  would* 

appear  to  be  voet  accurate »  since  it  wai  based  on  an  initial  enumeration  derived 

frOH  a  review  of  all  Wisconsin  corporata  ti^.re.turns  for  1966*67  followed  up  by 

queirtionnaires  sent  to  eacjt'  corporation  with  agricultural  production  and/or  in- 

coiie'.   Tha  USBA  enuneraticn,  on  the  other  hand|  was  provided  by  county  ASCS 

sMnagers  on  the  basia  of  office  records,  and  personal^ knowledge  and  other  infor- 

Mtion.   Cince  exactly  the  same  enuineration  procedures  were  followed  in  46  other 

atates,  similar  levels  of  accuracy  or  inaccuracy  might  be  expected  for  these 

pther  states,    ^  t  '  » 

*  '  - 

,  H»   gie  AcGurac^of^^  Collected  for  Ssch  Farm  Corporation 

Appeaival^uits^liow  _ 

^  Host,  of  the- specific  information  obtained  by  the  U5DA  for  each  Wis- 
consin far«  corporation  waa  also  replicatid  in  the  Wisconsin  research.   It  was 
possible  to  assess  the  accuracy  of  the  OCDA  infortnation  by  cotiparing  the  charact 
eristics  of  those  fara  c'crpat^ions  enumerated  in  both  surveys.   There  were  337 
such  corporations.   Comparing  the  totals  of  various  characteristics  in  the  two 
saaplesy  Mt  was  foimd  the  UGDA  underestimated  the  total  number  of  acres  sctually 
owned  by  37%,  acres  rented  by  269l»  number  of  cattle  fed  by  flOl,  number  of  milk 


cotts  by  54%,  nuffiiier  0f  sows  By  2i6l  and  acres  x)f  vegetables  ;by  37%..  Smaller 
differeWes  wer-e  found  for  s^^'^Q^^?  characteri^ 

pr'QCed^ires  also  shosfed  the 'ac6Uracy  of  information  obtained  for  the  same  "^^^ 
.Lcot'poratian  in  the  two  studies  to  be  quite  low,"    Since  theJLJSpA  obtait»ed  its 
infotwation  about  f^m  corporations  from  ASCS  officea,  while  the  Wisconsin  re-*- . 
search  obtained  its  infexTnation  from  persons  directly  connected  with  the  cjoriKir- •  . 
atioii,  it  does  not  j^era\utiipealioftable  to  assume  the. Wisconsin  information  «as  more 
accurate  than  the  USg^>s.    Again,  since  the  USDA  used  exactly  the  aame  procedures 
♦in  H6  other  states,  similar  levels  of  accuracy  would  be  expected  fdt  these  other. 

'  states^  '       :  -      '  • 

■      -  ■  \  '  •     .  " 

.  "         The  Accuracy  of  Specifying^verage  Incorporated  Farni  Character- 
istics and  Their  State  Totals  Appear  Quite  Low     '■    ~       ^^"^  . 

'  The  USDA  found  532  incorporated  farms  in  Wisconsin 'whiXo  the  Wiscon- 

sin  res^amh  found  589,  a  10%  difference.    A  large  amount  of  diffei^ence  was 

■/observed  between  the laver ages  for  various  farm  characteristics  and  state  totals, 

.  Thus  thfe  average  number"  of  aci^es  operated  f oimd  by  the  USDA  was  222  acres  less 

than  that  foimd  by  Wisconsin,  acres  rented  was  2U$  acres  less,-  number  of  cattle  * 

fed  gtt  les^^JiUc  cows  35  Ipss,  a&Jtj^:  of -potatoes  82  more  arid  adres  of  vegetables 

186  less,  /l^e  USDA  underestimated  tota3>^a^;es  operated  by  46%  Xl-69^978X)i  acres 

'  ri»nted  by  298%  (149,906),  number  of  cattle -fed  4^  (9,464),  number  of  milk  coWs 

35%  (3,269),  iiumber  of  sows  86%  (826)  ahd-a«?*s-^f  vegetables  6S%  (35,595).    It  ^ 

■        ■  ■■     ,     o  ■  ■  ,    ■  , 

'    would  thus  appear  the  USDA  iftcorporated  farm  averages  and  totals  for  Wisconsin 

vary  a  good  deal  from  those  found  in  the  Wisconsin  research,  ^  Since  the  same 
proceudres  were  followed  'in  46  Other  states ,  similar  differences  might  be  ex- 
pected in  these  Spates,*  Two  major  explanations  are  apparent  for  these  differences 
First,  undoubtedly  the  information  provided  by  ASCS  offices  was  itmacurate  in  many 
•  instancja-    Second,  it  was  found  those  farms  incorrectly  included  (not  qualified) 
by  the  OSDA.  were  generally  smaller  than  those  incorrectly  ejtcluded. 
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6*    It  is  Not  PQgsible  to  Distinguish  Between  <*Fanilly"  Farms  Which 
Have  Incorporated  and  Incorporated  "NonFamlly"  or  "CorpQt>ate*V 
(I.SIF}  Farms  .  """""     .  ^ 

-  '  .  ■  ■      '      -  '■■'<>.'.■. 

As  pointed  out  earlier,  little  or^  no  concent  exists  with  "family'* 

'.  ■  • 

farms  which  Iiave  incorjiorated.  If  lAe' entire  universe  of  incorporated  farms 
is  .studied ?^as  was  dpne  by  the  USDA,  it  is  necessary >  in  fact  imperative,  ,tb 
clearly  distinguish4,between  incorporated  "family"  and  "nonfaraily"  pr  "corpora 

.  .ate"  farms ►   "Family"  farms  could  be  defii^ed  as  owner-^operated  farms,  farms  ' 
employing:  little  or  no  hifed  labor,  or  farms  owned  and  operated  by  an  indi- 
vidual or  family  whp/also  did  the  inajpij^ty  of  the  worjc  (FF)« 

,  Initially,  it  would  appear  "family"  and  "nonfamily^'  farms  were  distinguished" 
between  by  the  USPA.    Incorporated  farm  operations  were  classified  as  to  type  of 
owner:    an  individual,  family  or  other.    The  tendency  has-been  tp  equate  indiyi-* 
dual  and  family  owned  farm  corporations  with  "family"  farm  corporations  and  other 
owned  with  "nonfamily"  or  "corporate"  farms*    In  terms  of  past  definitions  of 
•^family"  farrals  or  that  suggested  by  this  speaker ,  these  equations  would  be  quite 
incorrect.    Th^e  are  at  least  three  reasons  why  it  is  incorrect  to  equati|^ indivi:« 
dual  and  family  owned  farm  corporations  with  owner- dpere^ted  farms.    First,  family', 
owned  farm  Corporations  were  not  necessarily  owned  by  a  family.    Family  ownership 
was  defined  by  the  USDA  as  farm  corporations  with  fewer  than  IQ  stockholders, 
heiice  was  based  on  number  of  owners  not  whether  the  owners  we£*e  related  by  blood 
or  marriage,  as  is  the  visual  procedure.    In  this  case,  incorporated^  farms  with  9 
or  fewer  unrelated  owners*  non^  of  which  owned-a  majority  and  all  of  JJrhich  were 
absentee  were  plassified'as  family  owned  farms »    This  type  of  farm,  however, 
clearly  would  not  qualidEy  as  an  owner -oJ>era ted  farm.    A  Second  reason  why  indivi- 
dual  an4  family  owned  farm  corporations  cannot  be  viewed  as  owner-operated  farms, 
is  that  it  appears  a  high  percentage  of  these  farms  had  individual  or.  f^ily  . 

•  owners  who  were  absentee,  hence  were  not  operating  the  farms  t^ey  owned.    In  His--^ 
consin,  18%  of  the  Individua^  and  family  owned  farm  corporations  wez<e  found  to 
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have  abaejitee  ovmers.    Certainly  it  would  be  inappropriate  to  equate  such  ^ 
faros  with  owner-operated  farms.    A  third  problem  is  that  some  ftoJ  corpcw*-  .  ' 
ations  with  Ip  or  more  owners  are  actually  owned  and  operated  by  an  individual 
or  family i    targe  families,  extended  families  and  the  selling  of  some  stock  to 
nonrelatives  might  Result  in  such  a  situation.    There  were  13  sUch.  corporations, 
found  in  Wisconsin  Cl3  per  cent  of  the  nttnher  of  all  L$IF*<t). 

Since  the  USDA  classifications  were  based  solely  on  the  type  of  owner  >  it 
was  not  possible  to  distinguish  between  these  types  on  the  basis  of  amount  of 
hired  labor  (family  site  verj^  larger  than  family  size)*^  From  other  informa- 
tion provided  by  the  USDA,  however,  it  appears  more  than  half  of  all  the  U,S-  * 
farm  corporations  would  be  classified  as  larger^than-family  sized  even  though 
approximately  75%  were  owned  by  an  individual  cfp  family.    The  Wisconsin  research 
found  56%  of  all  individual  and  family  owned  farm  corporations  had  50%  or  more 
of  their  total  labor  provided  by  hired  workers.    It  appears  If  this  definition  of 
'!f&nily"  farm  is  uied,  then  less  than  half  of  all  USDA  farm  corporations  would  be 
classified  as  such.  '  \ 

The  USDA  farm  types  have  no  necessary  relationship  whatsoever  to  the  four  farm 
types  suggested  by  this  speaker.    Within  each  of  the  three  USDA  farm  types,  FF*s, 
TF's,  LTFF*a>or  LSIF»S  could  be  found.    The  conclusion  reacJled  is  that  the  USDA 
classification  procedures  do  not  distinguish  between  "family"  and  "nonfamily"  or 
"corporate"  (LSIF)  firms.    This  fact  raises  questions  about  the  number  of  "non-* 
farm",  "corporate"  or  LSIF»a  found  by  the  USDA,  the  numjaer  of  "family"  farm  cor- 
porations  found  and  what  the  differences  are  between  these  two  groups  of  farms* 
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■     .     .  ■■    \  •     ■  •  ■  .... 

,1^.    The  Claasification  of  Tam  Corporations  by  Types  of  ' 
Business  Interests  Is  Uninterpretable 

Ctrtainly  the  occupational  and  business  characteristics  of  noiifam 

'        '        '      i       -  *■  » 

cerporatlons  and  their  owners  is  desireabXe  itifortnation  to  have  in  assessing 

•  '  •  * 

«  possible  increase  in  nonfarra  int^ests  moving  ihtq,  agricultural^  production*  - 
The  OSDA-  addressed  this  question  by  obtaining  information  and  classifying 
farm  corporations  in  terms  of  their  business  interests.    These  classifications 
were;  farming  only;  farming  plus  agribusiness  interests;  farming  plus  non- 
agribusiness  interests,  or  a  combination  of  all  three  interests »   These  classi- 
fications, the  farms  in  them  and  their  characteristics  are  difficult,  if  not 
impossible,  to  interpret,  however,  since  the  USDA  mixed  the  business  ihterests 
of  individual  corporate  owners  with  the  business  interests  of  the  corporation. 
The  specific  sct»eening  questions  asked  to  elicit  this  information  was  "Does  thi* 
person  or  firm  have  any  other  business  interests  in  this  countcy^  or  elsewhere, 

in  addition  to  agricultural  operations?"^ An  apiphb^elft:  effect  of  asking  this  par- 

*  ■  "  .  . 

ticular  question  was  that  other  business  interests  for  both  the  individual  owners 
and  the  corporation  were" provided,  when  available,,  for  those  corporations  owned  ^ 
by  an  individual  or  family;  but  in  the  case  Of  other  owned  corporations,  only  the 
other  business  interests  of  the  corporation  Were  provided.    Both  types  of  business 
interest  information  would  be  desireable  but  they  clearly  should  be  kept  separate 
and  consistently  elicited. 

8.    The  Percentage  of  All  Incorporated  Farm  Operations  Interpreted  as 
Ihcorptirated  "Family"  Farms  Has  Been  Grossly  Overestimated 

^  The  common  procedure  in  interpreting  the  USDA  research 'findings  has 

"  been  to  view  individual  and  family  owned  farm  corporations  as  incorporated  "family" 
farms.    Taking  this  approach,  80%  of  the  farm  corporations  enumerated  by  the  USDA 
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hay  h^nn  viwed  as  incorporated  "family"  farms.^^   It  waa  apparently  on  thia 
baala  Secretary  of  Agriculture  fiutz  recently  atat«d^  "Less  than  one  per  cent 
of  our  total  farms  are  corporate  farina  and  about  six  out  ot  seven  C86%Xo^ 
those  are  family  corporation  farms »    They  ara  really  family  farms  ."^^  the 
Implication  of  statements  such  ae  this  is  essentially  to  deny  the  exist ance 
of  ai>y  possible  problem  by  pointing  out  almost  all  legally  incorporated  farme 
are  In  actuality  "family"  farms  which  have  ijicdrporated . 

Aar  pointed  out  previously,  however,  it  clearly  is  not  appropriate  to  equate 
individual  and  family  owned  farm  corporations  with  "family"  fasrm  corporations* 
An  indication  of  the  amount  of  error  involved  in  malcing  such  an  equation  can  be 
gained  £rom  our  research  in  Wisconsin.    First, '293  corporations  found  in  both 
the  USDA  enumeration  and  Wisconsin  research  were  croeS'^classif  ied  according  to 
the  two  methods  of  classification  used.    Only  ons'-quarter'  of  the  farm  corpora-* 
tions  owned  by  ^  individual  were  classified  as  FF*e,  while  2m  equal  percentage  - 
(Z&^laseified  as  LSIF's.    About  40%  Were  found  to  be  LTFF'a,    Of  the  farm  cor^ 
porations  owned  by  a  family  (9  or  fewer  ownfers)  ^2%  were  found  to  be  FF*s,  31  TF's 

LTFF's  and  £t  LSIF's.    Forty- two  per  cent  of  thW  farm  corporations  owned  by 
others  (10  cr  more  owners)  were  found  .to  be  FFjjK^F'a  or  LTFF's.    Ueing  ^slightly 
different  criteria 'for  qualified  corporat^6is.  Table  1  compares  the  percentage  of 
Wiecpnsin  incorporated  farms  classified  by  type  for  both  the  USt)A  and  ^iscons^ 
reeearch. 


^^Agr.  Econ.  Rep*  No.  209,  p.  6^  * 

sconsin  Agriculttiralist,  Jan.  8^  19^2 »  (X2* 
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TABLE  1  ■         .  ■ 

* 

THE  KUHBERS  AHD  PERCEHTAGE- DISTRIBUTIONS  OF  WISCOHSIK  AND  USDA  FARM 
TYPES  FOR  THE  STATE  OF  WISCOHSIK  IH  1968^^ 


Mitfi,  EnunvTAtipn 


USDA  Enumeration 


K 

Farm  Typ« 

K 

% 

Ttwint  ) 

314 

eU 

Individual 

S3 

10 

r«liy 

182 

Family  ^ 

336 

66 

f willy 

211 

39.9 

Other 

123 

2»f 

I«ari«  Sc«la  ' 

Industrial 

102 

19.3' 

Unolaaai^iad 

>     20  . 

Total 

529 

100.0' 

532 

100.0 

In  intanyratini  tht  USDA  pepcantafta  tha  normal  procaduiia  to  data  would 
b*  to  concluda  76%  of  aU  Wlaconaitt  fikrm  corporatlopa  vera  incorpbratad  "family" 
farma.   How»var,  If  a  "family"  farm  i«  daflnad  aa  ona  ovmad  and  managad  by  an 
Individual  or  family  who  alao  do  tba  majority  of  tha  work,  than  only  3Hli  not 
76%  of  Wiaconaln  farm  corporations  wapa  "family"  farm  corporatlona .    Only  Hl% 
hf  tha  Wiiconain  farm  corporations  (TF'a  plus  FF'a)  use  little  or  no  hired 
labor,  another  way  of  deflnlnf  "family"  farma.    It  la  true  7«f%  of  Wisconsin  farm 
corporatlona  were  owner-operated,  but  if.  a  "family"  farm  is  defined  in  this  way. 


then  the  question  has  to  be  addresaed  of  whether  owner- operated  farma  with  eub- 

oi  categ 

rfamlly 


atintial  amounts  of  hired  labor  appropriately  belonf  Ifl  the  "family"  farrt  category. 
The  d^tlnction  which  hae  Jten  made  between  famllyilxed  and  larf«;:**n- 


sized  would  imply  it  la  not 

f 


12 


'Rodefeld,  R.D. ,  Wisconsin  Incorporated  Farms  I> 
Agr»  Econ.  Rep.  Mo.  IW,  p.  11. 


— ,  op.clt*,  p.  10  and  USDA  ERS 


ERIC 


•no 


2^4 
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Obrioufly,  f4h«th«r  3H  to  m%  of  «11  farm  corporation!  ar«  found  to  b« 
"faally"  farms  or  80  to  861  will  tfftqt  tht  axttn^  to  which  "nonfamlly" 
liicorporattd  farna  ara  viawad  aa  m  posslhla  problam*   Ho  piroblam  aylata  In 
thla  rafard  if  almost  all  farm  cc^poratlona  ara  found  to  ha  "family"  farjpa* 
If  on  tha  other  haritt,  a  hiih^parcantaga  of  all  farm  corporation!  ara  found 
to  ba  "nonfamily",  than  at  iaast  tha  poaalblllty  axlats  that  thl*  aituation 
will  ba  vlawad  as  a  problan  or  tha  llkellhood^ls  greatar  It  will  ba  vlawad 
aa  «  problam.   A  high  parcantag*  of  incorporatad^'farma  wara  raportad  by  tha 
USDA  as  "family"  bacausa  LSIF*8»  LTFF^s  and  TF^s  wcra  also  Includad  In  this 
cataIoryX/^^ 

9.    Tha^USDA  Classification  Proceduraa  Reduced  the  Apparant  Amount 
of  Dlf f eranca  Batwaan  "Family"  and  'TfonfamjLly"  Farm  Corporations 

TABIX  2  \  . 

*    AVERAGE  ACRES  OPmtED  BY  TYPE  OF  FARH  CORPORATION  FOR  THE 
VISCOMSIK  (K»529)  and  USPA  (K3532)  SURVEYS  FOR  196t  and 
1967,  RESPECTIVELY 


Wisconsin  Enumaratlon  • 
Farm  Typa  Avioc'aga  Acraa 


U$DA  Enumaratlon 
Farm  ^a  Avaraga  Acras 


Tanant  ^ 

296 

'  Individual 

'  604 

F«illy 

5^9 

Family 

622 

taf>gar  Than  Family 

918f 

Othar 

Lttrga  ScaXa  Industrial 

2,Q|(9 

Total  Avaraga 

« 

969 

691 

ERIC 


^25  . 
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;     .  Whilt  a  302  acTir  dlffartnca  •xlatad' b«tva«n  faaiXy  ayid  othtr  ownad  cor** 
poratlona  in  tanif  of  avara^a  acrai  oparatad,,  thar«  uara  :t,»5Q0  and  1,131  mct% 
dlffarancts  batwwao  Fr»i»  WFF'i  and  I,SlF»a,  ra>pactiv«ly,    Whlla  faally  o*mad  * 
corporations  oparat«d  an  «varis«  of       fawtr  acr«a  on  tha  av«rasa  than  o^har 
oimad  corporations  a*.FF*  a  and  LTTF.U  oparattd  273%  and  122%  favrar  acras  than 
LSIF'st  respactivaiyk   Othar  owntd  fam  corporations  ccvprlsad  2H%  of  all  USDA 
Wisconsin  corporations  and  optratad  32%  of  all  land  oparatad  by  fariM  corporations. 
On  ths  othar  hpxA%  LSir*a  ccmprlstd  19%  of  all  Wisconsin  fam  coi^poratlons  and 

opaatad  Hl%  all  land  oparatad  by  fam  corporations,   Vbila  acras  oparatad  was 

-a 

usad  as  ^n  sxaaplay  undoubtadly  similar  findinfs  would  ba  found  for  othsr  Incor- 

^  .  ■  -  ,       •  * 

poratad  farm  chiiractsristlcs, 

*  'ft 

Tha  USDA  cXassif ioation  procsdurts  not  only  rasultad  in  m  Inf latad  parcsntaga 

of  ^family'*  farm  corporations,  thay  also  rasultad  in  t^a  obaarvatlon  of  amall  dif- 

-  •  •  ,•  • 

farancas  batwaan  farms  Intarpretad  aA  "family"  and  "nonfamily"  farms.   At  tlv* 
national  laval,  for  Instanca,  Ona  group  of  22  s tat as  bad  81%  of  all  farm  corpor-  , 

atlons  classified  as  "family"  farm  corporations.    Thasa  "family"  farm  corporations 

* 

controllad  80%  of  tha  land  op«ratad  by  farm  corporations  in  thass  statas.  Tha 
aama  parcantagas  for  anothar  group  of  2S  statas  vara  79%  of  tha,  corporations  and 
75%  of^the  lAnd  opatated.    Hhila  othar  owned  farm  corporatlona  ware  always  larger 
on  the  average  than  individual  or  family  owned  farm  corporations,  on  a  proportion'- 
ate  basis,  tha  differences  were  not  great.    In  Wisconsin,  fjj^  instance,  other 
owned  farm  corporations  operated  only  33%  mora  acres  on  tha  average  than  those 
family. owned.   The  major  conclusions  following  the  t)SDA  procedures  are  most  incor- 
poratad  'farms  are  "family"  farms  and  little  difference  exists  between  these  farms 
and  "nonfamily"  farm  corpora tioni .    With  ^his  approach,  not  much  of  a,  problem 
appears  to  exiat»  nor  are  there  many  reasons  for  being  concerned  with  "corporate", 
farms. 


\ 
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'     On  th«  other  hand,  thli  •ituttlon  can  ha  cowparad  to  Wlicooiin  i*«r«  only 
ai»%  of  tha  fam  corpora tlona,  contPollin«  only  20%  of  all  land  oparatad  hy  far« 
corporations,  vara  cUstlflad  as  fiwily  typayfarMi  (FF).   Furtharwora,  thaia 
f«niii  oparatad  273%  fawar  avcr^ga  acraa  thanSfam  corporations  clasalflad  as 
,  IiSIF'i.    W^th'thli>p^?oach,  "faally"  far«  corporations  ara  a  dlatlnct  Minority 
of  all  corporations  with  agricultural  production  and  ars  a  irsat  daal  aaallsr 
than  thosa  farms  classlflad  ss^^faslly"  or  "corporats"* 

Ths  wajor  axplanatlon  for^hes«  dlffarancas,  of  courss,  la  tha, fact  IiSIF'a 
and  LTFFU  ware  classlflad  hy  the  USDA  In  the  family  owned  category.  Since 
these  faras  were*  larger  on  the  average  than  FF»s  and  TF^s,  the  average  character- 
let  Ics  for  family  owned  corporatitSns  were  increased  reducing  the  amount  of  dif- 
ference between  family  ahdT  other  <^mmX  corporations./  Fmhermore,  TF's  and 
sone  FF»a  and  I»TFF»s  were  Included  by  the  UGDA  in  their  other 'owned  category. 
Since  these  farms  wire  sAaUer  than  LSIFU,  the  overall  averages  for  other  owned  . 
farm  corporations  were  reduced,  again  reducing  the  amount  of  difference  between 
family  and  othtr  owned  farm  corporations, 

10.    The  Knufterat<ton  >of  Farm  Corporation  on  a  County ^  State  and  Corporation 
*  Basis  Inflated  the  Number  of  "Honf antlly"  Farm  Corporations  and  K<^UGcd 

the  Amount  of 'Apparent  Dltferenee  Between  "Family"  and  '^Honfimily" 
Farms  [ 
» 

The  procedure  followed  by  the  USDA  was^to  enumerate  and  group  all  of  a  cor- 
poratlon*a  operating  units  on  a  county  bas;l:i  for  each  state.    What  this  means, 
of  course,  is  that  if  a  corporation  ha<y^grlcultural  optratlons  in  five  counties 
within  a  state,  five  corporations  were  enumerated,  not  one.   Furthermore,  If  the 
•mme  corporation  had  operations  in  other  states,  these  also  would  be  enumerated 
on  an  individual  county  basls^    The  OSDA  maintained  only  a  few  auch  operations 
were  found.    In  Wiscoosin,  however,  391  of  the  incorporated  LSIFU  were  found  to 
hava  agricultural  production  in  more  than  one  county  and  22|  had  agricultural 
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Optvutlons  in  mov  than  oni  fttata*   Vhila  this  point  vill  not  afftct  the 

totalt  («ct^«>  ctc,>  obttrved  for  th«  different  typis  of  f«r«i  corpciratlonftt 

*  ■  ■  ■  » 

thik  phanomenon  If  vtxy  vldcsprtad  and  associated  with  on«  particular  typa 

of  far«»  will  af fact  tha  nuabar  of  such  corporations  found  and  tha  M||(nituda 

of  differances  observed  batwatn  ;tha  different  types  for  average  per  rani  * 

characteristics.    Undoubtedly,  itost  of  the  Wisconsin  incorporated  LSXF^s  with 

operations  its  Aore  tl»n  one  county  or  ^tate  had  10  or  Mora  stockholders »  thus, 

would  Jiave  bfesn  classified  as  "other"  owned  corporations.    Host  incorporated 

fa»lly  type  farms  «n  the  other  hand,  were  clsssified  as  being  owned  by  a  family* 

Only  10%  of  tha  incorporated  Wisconsin  FF's,  lioweveri  had  agriculture},  operations 

in  More  than  one  county  and  onrly  3%  had  agricuXtaral  operations  outside  the  state 

(versus  39  and  22%,  respectively,  for  LSXF's)* 

If  this  type' of  difference  is  also  found  for  other  states,  then  the  number 
of  Other  owned  corporation  farms  has  been  overestimated,  and  tha  average  differ- 
ences between  these  farms  and  those  family  owned  will  be  greater,  perhaps  by  a 
great  deal  for  the  other  states  and  for  the  nation  as  a  whole.    Furthermore,  this 
type  of  phenomenon,  if  widespread,  would  also  have  implications  for the  concentre 
tion  of  production  observed  within  product  areas.  , 

As  an  example  of  what  might  *ba  involved  here^  assume  there  are  100  family 
owned  corporations  operating  50,000  acres  or  500  e*cres  per  farm,  and^there  are 
100  other  owned  corporations  operating  100,000  acres  or  1,000  acres  pi^*farm. 
yaxt  assume  that  instead  of  100  ssparata  other  owned  corporations,  there  i/sre  Only 
50  in  reality.    The  acreage  operated  would  remain  the  same,  but  the  acres  operated' 
per  farm  would  increase  to  2,000  acres.    This  is  exactly  the  same  type  of  Mecha- 
nijM  operating  vis-a-vis  multi-county  and  state  operations* 
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Anoth«i?,proc%dur«  followtd  by  th«  OSDA. would  havt  similar  «ff«cts  to  thit 
of  •nwitratinf  farm  corporations  by  countiai  and  statai.    This  is  the  fact 
that  the  sawe  individual,  family »  unrelated  individuals  or  other  corporations 
way  own  iRUltiple  farm  corporations,  '  iCach  such  corporation  was,  of  course t 
counted  and  described  separately*    While  it  is  clear  this  type  of  pehnowerioil 
exists,  little  OP  no  data  exist  on  how  widespread  this  pattern  mifht  be.  If 
'it  is  found  to  be  disproportionately  associated  with  other  owned, corporations, 
it  will  reduce  the  amount  of  aversf e  per  farm  difference  between  thsse  corpor- 
ations and  family  owned  farm  corporations,  and  the  number  of  corporations  enu- 

merated  will  be  greater  than. the  number  of  corporate  farm  owners. 

^  -  •    ■  .  - 

11,  While  Some  Trend  Data  Was  Presented,  It  Was  Uninterpretable 
Problems  of  enumeration  and  information  accuracy  and  the  inability 

to  dlstlntuish  between  "family"  and  "nonfamlly"  corporations  suffest  this  con- 
clusion.  For  a  froup  of  22  states,  about  S0%  of  all  corporations  had  incorpor- 
ated in  the  period  from  1960-68.    What  were  the  pefcsntafss,  however,  for  inew- 
porated  FP»6^  TP's,  tiTFP's  and  tOIF's^   This  is  not  )<nown.   Another  shortcominf 
of  this  approach  in  assessing  trends  is  even  if  accurate  information  was  available, 
It  is  not  known  how  many  farm  corporations  Are  being  discontinued.   All  that  is 
known  is  the  gross  growth  rate,  not  the.  net. 

12.  ConGlusiGnj.  ' 

On  the  basis  of  the .prsceding  comments,  I  do  not  think  the  U5DA  survey 
should  be  used  as  «  source  of  descriptive  d<ta  about  either  "corporate"  farms, 
"nonfaaily"  farm  corporations  or  legally  incorporated  farms  generally.  Major 
questions  exist  not  only  about  the  accuracy  of  this  research,  but  also  the  pro- 
cedures followed  in  enumerating  and  classifying  farm  corporations. 

The  major  effect  of  «  number  of  the  procedures  followed  has  been  to  reduce  the 
absolute  characteristics  of  "corporate"  or  "nonfamily"  eorpc*ation  f Arms  and  reduce 

r 
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I  ■  .  ■*    *  •    ,      .    .  ' 

th«  apparent  a»ount  of  difference  between  **fa«lly"  and  "nonfaMlly*'  far«  cor- 
poration! •    Both  of  these  outcowes,  it  wouW  pa^it  would  work  in  the  direction 
of  reducing  the  extent  to  which  "corporate"  or  "nonfanily"  farm  corporations 
■ifht  be  viewed  as  a  possible  problem  and/or  threat  to  'Vamily"  farms  and  society     -  '  -  ■  ^ 
as  a  whole,  ^ 

B.    The  19C9  Census  of  Atriculture  and  the  U3DA  ERS  Survey  Compared  .   .  t 

In  1969 j  corporations  with  agricultural  production  were  identified  by  the 
Census  o/agrlculture .    Undoubtedly,  in  the  future,  .the  Centue  of  Agriculture  wlU  ^ 
,  become  the  basic  reference  source  for  descriptive  Information  about  legally  incor- 
porated farm  operations  for  the  nation,  individual  states  and  counties*^  As  such, 
It  is  important  to  understand  what  types  of  information  will  be  available  fr/wi 
this  source*  and  what  problems  might  be  associated  with  the  interptetatlon  of  thla^ 
Information »   The  1969  Census  of  Agriculture  will  be  ci>fflpared  to  the  USDA  . 
survey  of  Incorporated  fartne  since  these  are  the  only  two  sources  of  nation-wide 
data  on.  legally  incorporated  farm  operations.  * 

!♦    The  Probleng  of  Enumeration  and  Infermatlon  Accuracy  Ohould  be 
Greatly  Kctluced  '  ^ 

— ,  ^ 

The  Census  of  Agriculture  used  a  mall-out  procedure  in  1969  where  the 
forms  were  sent  to  the  farm  owners  (absentee  and  nonabsentee^.    Their  mailing  lists 
were  compllri  from  a  variety  of  sources  such  as  the  IRS,  ACCS,  Social  Security  and  • 
past  Census'*  The  major  goal  of  the  census,  of  course,  is  to  enumerate  all  farms,  '  ^ 
The  extent  to  which  this  was  accomplished  was  also,  probably,  the  degree  to  which 
;  all  farm  corporationia  were  identified.   Assuredly,  the  ^numeration  accuracy  was  ^ 
much  higher  than  that  observed  for  the  UGDA  survey.    The  information  obtained  about 
farm  operations  should  also  be  much  higher  in  accuracy^  since  the  owners  (or  tenants- 
share-croppers)  provided  the  information.  Instead  of  someone  not  connected  with  the  \. 
operation  as  was  the  case  with  the  UGDA  surve^. 
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2*   A  Grf  ttr  Quytity  of  Information  Was  Obtained  With  Greater  Dttall 
Cxawplts  of  information  obtained  by  the  qenauSi  but  not  the  USDA 
Ware:  conservation  practices  followed,  production  and  marketing  contract  infor- 
MLtiCfii  machinery  characteriatio«i  production  expenses  and  fatm  ovmer  (or  tenant- 
'•btrecropper)  characteristic*  such  as  age,  race,  off-farm  wqp>k  and  place  of  resi- 
dence*   More  detailed  information  Was  obtained  on  acreage,  types  and  quantities 
of  production,  and, market  values  of  production..  1  ' 

3*    Some  of  the  game  Problems  of  Interpretation  Are  Found 

The  Census  of  Agriculture  has  dividtd  farm  corporations  into  two  groups: 
those  wijth  10  or  fewer  shareholders  and  those  with  more  than  10  shareholders.  For 
aXX  practical  purposeis,  these  classifications  are  exactly  the  same  as  those  used 
by  the  USDA;  hence,  10  or  fewer  shareholders  will  equal  corporations  owned  by  an 
individual  or  family  (9  or  fewer  shareholders),  and  those  with  more  than  10  share- 
holders will  equal  those  UCDA  farm  corporations  with  other  (10  or  more  shareholders) 
.owners*    If  no  further  distinctions  are  made  between  theses  two  categories  of  farm 
corporations  (through  special  tabulations),  exactly  the  same  problems  of  interpre- 
tation and  effects  will  be  found  for  the  Census  of  Agriculture  information  as  was 
found  for  the  USDA  ERG  survey*    These  problems  will  be  briefly  nyaimriz^* 

*    a*    Legally  incorporated  farms  are  not  anslagoua  to  "corporate"  farms 
If  "eorporate"  farms  are  defined  as  IiSIF*a,  then  not  all  fuch  farms 
have  been  included  by  the  census  in  their  categories  of  legally  in<iorporated  farms* 
Tha  number  of  tOIF's  will  be  greater  than  that  found  and  inferred  from  the  category 
of  mqire  than  10  shareholders t    This  problem  could  ba  overcome,  somewhat,  through 
epecial  tabulations » 
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b.    It  is  not  potiible  to  distinfuiih  betWMfl  *«f«»ily'^  f*rwt  vhich 
have  Incorporated  «nd  incorpor*tfd  ^'nonfaally"  or  "corporate" 
(LSIF)  farms 

%  A»  with  the  USDA  'Survey,  it  will  not  be  i&aaibla  to  diatinguieh 
between  incorporated  "fami:^"  and  "nonfamily"  farms*  The  tendency  un^ubtedly 
will  be  to  equate  those  corporations  having  10  or  fewer  ahareholdtra  with 

"family"  farms,  a»d  those  with  more  than  10  shareholders  with  "nonfamily***  -This 

*■  ■  ■ 

will  be  inctirreGt,  however,  for  the  same  reasons  pointed  out  for  the  UGDA  survey. 
Thus,  farm  corporations  with  10  or  fewer  shareholders  will  include:  owner  and 
non^y^mer  operated  farms,  farms  with  little  and  a  treat  deal  of  hired  labor,  and 
lenerally  Fr»8,  TF.»8,  V^FX*fi  «nd  tGir»s.'  Hany  of  these  specific  types  of/far«s 
have  not  been  viewed  as  "family"  farms  in  the  past.    Hence,  this  census'category 
ehould  not  be  equated  with  "family"  farm  corporations.  /II  of  the  same  Spealfic 
t^es  of  farms  will  also  be  included  in  the  census  catefory  of  more  than  10  shares 
holders,  hence  this  category  is  not  uniformly  comprised  of  "nonfamily"  corporations 
With  the  type  of  elassif icj^tion*u8ed  by  the  Census  tjf  Afrieulture  for  incorporatad 
farms,  it  is  in  fact  inappropriate  to  talk  about  incorporated  "family"  and  "non- 
family"  farms.    AgaJn,  this  proMem  can  be  overcome  somewhat  through  special  tabu- 
lations, since  information  was  obtained  on  whether  the  owner  livrl  on  or  off  the  ^ 
farm  and  the  number  of  hired  workera. 

^  c.    The  percentage  of  all  ec^piii?*te  farm  operations  viewed  as  incor" 

porated  "family"  farms  will  be  overestimated 

If  interpreters  of  the  census  information  on  corporate  farms  follow 
the  same  proceJure'aa  they  followed  for  the  UGDA  survey,  an  extremely  high  percent" 
age  of  all  farm  corporations  will  be  viewed  as  incorporated  "family"  farms.  This 
outcome  will  be  a  result  of  equating  corporations  with  10  or  fewer  shareholders 
with  "family"  farm  corporations*    As  with  the  UCDA  eurvey,  however,  this  will  be 
an  incorrect  equation.   If  the  incorporated  farms  had  been  classified  differently. 


'X  am  quite  s^e  at  distinct  mitlority  of -all.  such  coopporations  would  jbe  FF*s 
"  or*  farms  employing  little  or  iio  hired  Xabor^  (iT*s  and  TF'a).    Host  would  be 
found  to  have  hiyed  Tnanagerff:and  hir«d  workers  (LSIF*«)  and/ w  ^e  fai?ms 
employing  iar ge  amounts  of  hired  li^or  (IitFF '  a  or  LSIF  *  s> ,    Unfortunately » 
however,  when  the  ctensus  findings  .are  made  public,  I  am' sure  the  headlines 
Will  t-ead  ♦'Almost  all  Fdm  <Iprporations  1*310117  Farms"*    I  would  ejcpect  some- 
thing'on  the,  order  of  80%  of  all  farm  corporations  to  have  10  or  fewer  share- 
holders .    U^oubtedly , >  thie  type  of ^^pformation  v^ll  be  presented  as  evidence 
denying  th^  existence  of  any  problem  with  "corporate"  farms  by  maintaining  -a 
y^y  high  percentage  of  all  incorpc?j?ated  farms  are  "family"  farms  which  have 
incorporated*  "  ., 


■  ^  ■  d.    The  classification  of  farm  corporations  will  reduce  the  apparent, 

amomit  of  difference  between  those  farm  corporations/ viewed  as 
"family*^  and  "nonfamil.y"  ,      ,  .     ,  •  v\  '  . 

As  with  the-^USDA  aurxeyj  X  suspect  the  census  will  find  and  report 
relatively  small  differences  between  farm  Corporations  with',  10  or  f eww*       more  *' 
than  10  shareholders  for  most  fai^n  characteristic  averages.    Furthermore,  rela- 
tivelir.  small  differences  will  be  found  between  their  percentages  of  all  incor- 
porated farms  and  their  percentage  of  totals  for  various  farm  characteristics,    •  * , 
^ch  as  the  percentage  of  all  land  operated  by  corporate  farms*  -  The  reasons  or 
explanation  for  the  reduction  of  su^'  differences  will  be  exactly  the  sape  as  ^ 
thos^  for  the  USDA  and  will- not  be  repeated  here.    The  effec^  will  probably  also 
be  the  same;  i,^,  ,  the  lacK  of .  large  relative  differences  will  be  .used  as  evidence  y 
to  suppdtt  the  Claim  no  "corporate"  farm  problem  presently  exists';* 

.  e*.    The  enumeration  procedure*  will  inflate  thewnunier  of  farm  cor-.  • 
^     porations  above  that  found  by  the  USDA  and  wi^JL  probably  reduc* 

the  amount:  of  differ  we  between  "family"  and  Mnonfamiiy"  far^  ^ 
Corporations     '  '  ,  » 

>;   If  the  U(5DA  survey  had  had  high  ley els_of  accuracy, J:he  previous 

stat^ent' quite  assuredly  would  be  true.    Because  of  possible  accuracy  problem,  I  ■■ 
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.  am  not  sure  the  letter  part  of  this  »tatemtfnt  will  be  observed  .    The  title  , 
statement  ,  is  based  oa  differences  in  enumeration  prooedures.  f oUowed  between  . 
the  two  research  efforts.    Thus,'  for  the  vm  it  was  .pt^inted  ou^:,  fam  corpor- 
ations were  enumerated  on  a  county  basis,    AU  the  operating  Units  within  a 
county^were  aggregaW,  but  other  operation?*  of  the' same  corporation  in  other 
counties  or  countiei  in  other  staTes  were  coUi^iEe^^  The  outcome  of 

this  procedure  was  to  iilflate  the  niunber  of  corporatiotis  found,  reduce  average 
corporate  farm  characteristics  and  reduce  the  amount  of  difference  in  average 
characterijstics  between  those  farm  corporations  interpreted  a^  "fiamily"  «ind  . 
"nonfamily".    These  effects  were  inoreased  by  the  Census  of  Agriculture  because 
alX  separate  operating  Units  were  enumerated,  thus  different  units  of  the  same 
corporation  were,  not  combined  even  when  found  in  the  same  county.    This  pro- 
cedure will  result  in  more  separate  corporations  reported  by  the  census  than  the 
OSbA.    The  largest  difference  in  number  should  be  found  between  USDA  other  owned 
corporations 'and  those  Census  of  Agriculture  farms  with  more  than  JlO  shareholders, 
this  census  procedure  will  also  result,  however,  in  decreased  average  corporate 
farm  chai-acteristics ,  especially  for  those  with  more  than  10  shareholders;  hence 
will  reduce  the  amount  of  difference  in  average  farm_  characteristics  between 
those  corporations  with  10  or  fewer^and  more  than  10  shareholders.    As  with  the 
USDA,  similar  effects  are  ilso  brought  about  because  farm  corporations  were  not 
comjjined  oa  the  basis  of  ownership,  thus  even  though  the  same  persons  or  the  same 
corporation  owned  a  number  of  separate  farm  corporations,  each  >lar^;uraerated 
separately.    Another  effect  of  prbcedures  such  as  this  is  to  make  an  accurate 
assessment  of  concentration  of  land  ownership  and  production  on  the  basis  of  the 
published  census  data  impossible  at  the  county,  state  or  national  levels.    To  ob- 
tain an  accurate  picture  woUld  require  that  aU  farms  owned  bV  the  same  persons 
or  corporations  be  combined  at  the  county,  state  and  national  levels. 
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If,    Information  About  l^enda  ^in  .Far*m  Types 

iPrdbably  the  best  source  of  informjation  on  changes  in  the  numbers 

and  characteristics  of  farm  types  has  been  the  Census  of  Agriculture*  Long 

time-series  exist  with  farms  classified  by  type  of  op^ator:  owner  (part  and 

full) >  hired  manager  and  tenanV.    This  information  shows,  for  instance,  that 

while  hired  manager  farms  decreased  by  a  quarter  in  number  from  1950  to  196M', 

average  farm  size  increased  fvpta  3,439  acres  to  4,146  acres,  their  average 

value  of  land  and  buildings  increased  from  $128,221  to  $564,998  aiid  average 

13 

value  of  products  sold  increased  from  $54,592  to  $163,117,       Hired  iflanager 
farms  are  the  closest  appro^imatibn  to  IjSlF's  which  can  be  obtained  from  exist- 
ant  census  data.    It  is  rather  ironic  that  at  the  very  tim*  croncern  has  been 
greatest  with  absentee  owned  farms,  with  hired  managers  and  hired  wd^ers  and 
the  need  for  information  about  these  farms  the  greatest,  the  Census  of  AgricUl- 
ttire  decided  to  discontinue  presenting  information  on  hired-manager  farms. 

Farms  are  now  classified  in  two  ways;  by  the  type  of  owner  (individual  or 
family y  partnership,  corporation  or  other);  and  by  the  characteristics  of  the 
land  operated  (all  owned-full  owner,  some  owned  and  some  renied-part  owner,  or 
all  rented-tenant).    All  hired  manager  farms  in  1969  were  classified  as  to  the 
type  of  owney  and  according  to  whether  those  owners,  owned  all,  some  or  none  of  . 
the  land  operated.    Since  information  apparently  Was  not  obtained  on  whether  the 
farms  had  hired  managrf's,  it  appears  farms  with  absentee  owners,  hired  managers 
and  hired  workers  (LSlF^s)  wiU  not  be  identifiablie  eVen  with  special  tabulations. 
It  Will  be  possible  to  cross -classify  farms  by  residence  of  owner  (on-farm,  off- 
farm)  and  number  of  hired  workers  (high-low),  so  it  will  be  possible  to  obtain 
approximations  to  the  faSm  types  suggested  by  this-author  (FF,  TF,  LTFF  and 
LSXF)  in  a  special  tabulation. 
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5*    Ko  InfoCTiWitloii  Was  Obtained  on  the  Bualnaas  Interests  of  the 

Corporations  Owners  or  the  Business  Interests  of  the  Corpor>tlon 

WiHe  the  USDA  did  attempt  to  obtain  this  informatioh,  no  attempt 

va9  vade  in  this  area  by  the  Censusf  of  Agriculture •    Without  thi«  information, 

hdweyer,  it  is  not  possible  to  assess  or  determine  which  ,  types  of  corporations 

iu?e  moving  into  agrictature  or  what  the  occupations  or  business,  connections  of 

corporation  owners  are,  and  where  these  owners  might  be  located.  ^ 

6.  Conclusionai 


While  the  1969  Census  of  Agriculture  baa  eliminated  the  accuracjj  pro- 
blems  associated  viirh  the  USDA  8in?vey,  the  same  problems  of  in^^pr station  are 
found,  steraning  from  the  way' in  which  farm  corporationn  were  claseified,  .  One 
advaj^age  of  the  Census  material  is  i;hat  special  tabulations  can  be  carried  out 
with  farms  classified  different  fx^om  those  used  initiaUy.    I  'do,  in  fact,  thinJc 
such  tabulations  should  be  made  and  would  suggest  farms  be  claeeified  by  the  four 
types  I  have  suggested.    Without  special  tabulations  the  major  conclusions  about 
the  absolute  and  relative  characteristics  of  "family*'  and  "nonfamily"  farm  cor^ 
porations  will  be  highly  similar  to  those,  from  the  USDA  survey* 

IV.    Some  Characteristics  of  Wisconsin  Incorporated  LSIF's 

As  Professor  Wilkening  pointed  out  earlier,  we  l*five  carried  out  rather  ex-       ,.  \ 
tendve  research  on  incorporated  Wisconsin  farms.    It  was  possible  in  this  re- 
search  to  obtain  information  about  these  farms,  their  owners,  managers  and  workers 
not  obtained  by  .the  USDA  in  its  survey  or>  by  the  Census  of  Agriculture*  Following 
are  some  of  the  findings  of  this  research  which -flllght  be  of  interest  to  you.^** 


This  information  is  summarized  from;  Wisconsin  Incorpoi^ated  Farms  I:  op.cit. 
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A,   fF«»  had  an  aY«r«g«  total  wor)c  forca  of  H.2t  vartua  13.7  for  USTTU 
and  15.6  fop*LSlP»a* 

B#    IiSlF'a  wara  locatad  In  araaa  and  on  farm*  with  lo««?  toil  quality  and 
^    f«rtillty  than  FPU  and  LTFT'f.    Thia  wa»  also  raflactid  in  LSIF  par 
acra  >par)ctt.  valuti  two  to  thra«  time*  iwtr  on  tha  avtrafa  than  tho«a 

for  FF»»  and  L§IF»», 

*  .  ■  '. 

C.  Ovar  half  of  all  FF»a  and  LSIFU,  and  H2%  of  tha  LTFTU  plannad  to 
•xpand  fha  «iza  of  thair  optrationa  in  tha  futura  if  land  was  availabla. 

D.  Hajor  differencaa  axiitad  batwatn  tha  typM  of  farm*  In  thair  araa«  of 
production  for  »ala,  parcentaja  pf  production  accountad  fcK*  and  acraaga 
char«cttri4tic».  * 

E.  Twanty-ona  par  cant  of  tha  FF»a,h»d  aala»  in  1968  «<c*ading  $100,000 
whila  thia  waa  trua  for  5H%  of  tha  LTFF»»  and  57*  of  tha  LSIF'a. 

■  * 

F*    FF'a  had  an  avaraga  nat  woJ?th  (gro»»  worth  or  valua  winua  total  indtbt- 
adnasa)  of  $183,580,  whila  LtTFF'a  ayaraged  $332,73B  and  I.SIF»«  $U6^,055. 

G.  Elavan  pjir  cent  of  tha  FF  and  26%  of  tha  LSIF  corpcrationa  had  nonagri- 
cultural  activltiaa  which  rankad  fir«t  in  aalaa, 

H.  About  ona-third  of  tha  jf*SIF  corporation!  had  bu«lna»a  inttraata  in 
addition  to  agricultural  production.    About  half  of  thaaa  war  a  involvad 
In  tha  procaaaing  of  agricultural  product!,  whila  m%  wara  not  ralatad 
to  agricultura. 

,-  ■  6     ■        '    '  ' 
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I#   Only  about  ont-<iu«Pt«r  of  th«  I*SIF»i  h»d  «volv#d  froK  FF»«  ox»  LTFF's* 
rh^  rtiMiind^tr  ot-lflnAttd  fro*  outildt.  of  farwlxif . 

J.   About  90*  of  th«  FF  «nd  WFF  wijor  •tockhold«r«  itarttd  th*«ir  occup*- 
tlonal  CKCWM  In  f aiming.    Thl«  was  tru»  for  only  33*  of  th«  Idantl- 
f l«bl'#  LSIF  wtjor  atockholdi?*  and  only  19*  prtaantly  had  «  farw 
■  occupation. 

■  .      ■       .  .      '     ' '  '  • 

K.    Two-thli^a  of  th*  idantlflabXa  major  atocldMld«rs  of  LSlF'i  ware 

ownara  or  axacutlvaa  6f  nonfarm  bualnaataa  and  about  20*  wara  profaa- 
ftlonala.  *  . 

L.    Ona-thllxl  of  all  LSIF' a  liad  bagun  agricultural  production  ainca  19e^^* 

V.    Sowa  Aspacts'  of  Cortxarata  Sacracy  Hindarjni  Effactiva  Raaaarch 

A  aort  appropriata  titla  for  thia  Jiaction*  pwhApa,'  would  ba  "Problama  in 
carryint  out  taaaarch  on  corporationa  with  «|?c<icultur«l  production."   Ona  of  ■% 
thaaa  problema  ia,  in  ftct,  corporatf  aacracy,  but  othar  problama  alao  axitt 
not  directly  relatad  to  corporata^^i<^. 

A.   It  is  axtramaly  difficult  to  idantify  corporationa  with  agricultural 
oparations.    Hhara  auch  anumarationa  hava  baan  mada^  auch  aa  tha  canaua»  corpor- 
ation  names  and  addrasaaa  art  inaccaaaibla.   In  Wiaconain  50,000  corporation  tax 
racorda  had  to  ba  raviawad  in  an  attampt  to  identify  thoaa  with  agricultural 
ojparationa.    Thia  was  an  axpanalvi  and  tima  consuming  procaaa.    If  "corporate" 
farms  are  defined  as  LSIF'a,  thaaa  farma  are  even  m6^a  difficult  to  identify.  * 
Obviously,  if  far»  corporationa  or  t^J^g^^S^^ '^^  identl^gl,  neither  the  farma 
or  their  ownera  and  peraonnel  can  be  studied. 
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B.    Even  if  corporation*  ar«  identified,  it  i«  difficulty  if  not  iMpoe-  > 
elble«  to  get  their  stockholder  lists  and  the  percentage  of  stock  owned  by 
each  atockholder*    In  nost  cases,  this  information  vould  have  to  be  obtained 
item  the  corporation^  personnel,    tt  is  questionable  how  ^readily  this  infor- 
nation  would  be  provided.    Without  this  information «  major  stockholders  could 
^   not  be  identified  or  studied. 

C*    Since  social  scientists  do  not  have  the  force  of  law  bahind  their 
research  efforts »  the  gpod  will  of  corporation  personnel  litest  be  relied  upon 
to  cooperate  and  fvovide  accurate  and  complete  inforroation^^^ile  th'ia  has  npt 
been^a  major  problenf  in  our  research  to  date»  t  suspect  the  greater  the  amount 
of  unfavorably  publicity  given  to  "corporate"  farms ,  the  greater  the  resistance 
will  become* 

D*    At  present,  it  is  almost  impossible  for  individual  researchers  to  mmwm 
the  total  characteristics  of  corporations  with  operations  in  more  than  one  state* 
The  only  realistic  possibility  is  that  perhaps  the  Census  of  Agriculture  could 
compile  this  from  information  it  possesses. 

-  I 

£*    While  this  discussion  so  far  has  been  concerned  with  corporations,  another 
question  perhaps  even  more  impcctant  for  some  purposes  is  "who  owns  America's 
farms?"    or  more  specifically  ^'who  at^^  the  individuals  who  own  America *d  fatnv  jLand, 
and  what  are  their  characteristics?"   To  my  knowledge,  this  question  has  never  bean 
adequately  answered.    The  Census  of  Agricultm^a,  for  instance,  in  the  past  has  enu- 
merated farm  operators*  not  owners «    Thus,  the  owner*  of  hired  manager  farms  and 
tenant  farms  have  not  been  enumerated.    £ven  with  the  changes  in  the  1969  census, 
tenant  farm  owners  were  not  enumerated.    Farms  also  have  been  enumerated  on  an 
Operating  unit  basis, not  in  terms  of  all  farms  with  the  same  owner. 


328S 


-t2-  , 

Thtte  problwu  «r«  •vn  grMtcr  if  corpormtlony  ars  dealt  with.  In.ordtr* 
to  individual  ownership,  tha  namta  of  ^corporation  stockholders  would  be 

neceisary  along  with  their  percentage  of  stock  ownership.    This  infoknuition 
would  also  hm  necessary  to  aggregate  aXl^Xind  owned  by  different  corporations 
with  the  saaie  stocVholders  or  the  same  major  stockholders.    Since  Itnd  has  not 
beenSftggrtgated  on  an  ownership  basis »  we  really  have  no  good  idea  of  what  the 
levels  of  land  and  agricultural  production  concentration  are  at  this  time  for 
the  nation  as  a  whole  or  for  individual  states. 

VI.    Wisconsin  Research  Rejiults  Suggestive  of  Community  Effects  Associated  With 
A  Change  froro  "family"  to  "corporate"  (LGIF)  Farmi 

It  was  suggested  earlier  that  a  change  from  ''family^'  to  "corporate'*  (LSIF) . 
farms  would  or  might  be  accompanied  by  three  Ipeclf ic  changes  in  farm  6haract er- 
istics with  community  Implications »    These  specific  characteristics  were:  absentee 
farm  ownlrshlp;  the  man:  land  ratio  and  the Seomposition  of  the  nural  farm  work 
force,    tiimlted  informaHcn  was  obtained  In  the  Wisconsin  research  on  wh«t  inde- 
pendent effects  might  be  associated  with  a  change  from  nonabsentee  to  absentee 
farm  oimershlp.    Information  was  obtained »  however «  suggestive  of  what  changes  in 
the  man:  land  ratio  and  the  rural  farm  work  force  composition  would  accompany  a 
change  from  »*family!*  to  ^'corporate"  (LSIF)  farms  and  what  the  effects  of  these 
changes  might  be#  *  ' 

A.'  Chanftes  in  the  Han:  tend  Ratio  and  Possible  ^Iffects 

Detailed  Information  waft  obtained  In  the  questionnaire  survey  of  Wisconsin 
Incorporated  farms  on  the  tlze  of  each  farm's  work  force  and  acreage  character Istlcs. 
With  this, information,  It  was  possible /to  estimate  the  man:  land  ratios  of  all  in- 
corporated farms  by  type  of  farm.    In  Wisconsin,  the  Incorporated  FF  total  work  force 
(owners  and  family,  hired  full-time  workers  and  seasonal  man  year  equivalent  tMYE3 
workers)  was  found  to  operate  an  average  of  86  crop  acres  per  man»  while  the  Incor- 
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pomt«d  tSIF  tot«l  Hork  fore,  (hirtd  ».nitr.  "full-tl-.  «nd  MMon.!  H YE  worker. J 
op«r«t.d  •!>  av«-.ie  of  117  crop  .<*•»  pti-  «m.    The  .v.r.tM  P«r  ■•n  f or  f^^- 
tUm  0Hn««9,  hir»l  »«..|.r.  and  work.rs  w.r.  IMO  .crrt  for  FF'.  ««1  206  .cr^k.  ^. 
ftw  tSIF's.    The*e  l«ttir  fipirts  would  indicate  32*  fewer  Mnuere  end  full-tine 

inci^ease  the  difference,  .inc.  tSIF'a  wet>.  di.proportionately  found  in  -ore  In- 
t.n»iv«  types  of  production.    While  the.,  figure.  undoUbt*lly  r.fl.ot  hifh.r 
I.V.I.  of  productivity       «.n.f er-full-tl«i  worker  for  tSIF'..  thiy  .l.o  indi- 
cate rural  depopulation  will  be  great  in  a  change  fro«  FF'.  tq  tSIF'..  unl...  off- 
..t  by  other  forc.s.    If  the  ching.  i.  from  average  FF'.  to >SI|'..  tha  lo..  will 
probably  be  even  greater  since  the  incorporated  ITU  averaged  335  acre,  each, 
while  the  average  for  the  Stat.  wa.  101  acr.s.^^   Thi.  change  in  th.  i«n:  land 
ratio  and  r.sulting  population  lo..  will  have  a  nu«ber  of  independent  commity 
effect,  associated  with  it.  all  oth«.  factors  constant.   Sc«e  of  the  »ore  important 
'  of  the.,  changes  or  effects  will  be:  . 

•     ,  I.   Th.  nu«b.r  and  vari.ty  of  voluntary,  special  int.r..t  organizations 
will  d.elin..  ■  , 

0 

2.  An  abaolut.  deolin.  in  church  w*id)«..hip  and  cootrlbution.,  .nd  p.rh.p. 
th.  nUBier  and  vu-iety  of  church  r.lated  organiMtlon.  and  activltie.. 


15.  .  »  ,  1  .  t,     iir.^  <is,n««  As  Helat«i  to  th.  Qu.stion  of  Enhancing  and  Pr.- 
S^K^aC^cIStiiSJ!   «  un'SusS^d  (Hll:  pr.s.nt.d 
SSor-lli.cf^atrick  tuoey'a  Budg.t  a.arings,  Eau  Clair.,  Wiseon.in, 
OMMbu-,  1970,  p.  19.        ,  ■ 

**IU>d.f.ld,  R.D. ,  Wi»consin  Incorporate!  Far.i«  I;  op.  eit.,  pp.  16-17. 
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3»  A  rtductlon  in  rurjil  farm  politlaiX  powtr  not  only  aoc«lly  but  iilio 
'«t  tlMi  conjrissional,  »tAtt  «nd  fidtral  l«v«lf. 

Incrsaitd  «b«ndonin«nt  of  farMstMdg  with  a  r«i\ilt«nt  d#crMi«  In 

•  *  . 

local  tax  ];*«v«nu«, 

*» 

S.   An  abtoluta  declina  in  th«  quantity  or  volum*  of  ptraonal  and  family 
):'alatad  goods  and  strvic^jK  purchased  and  poiiibly  farm  rtlatad  goods  and  ••rvlcaa. 


6.   A  dtcllna  in  tha  nu«bar  and  varlaty  of  co«i«mlty  l/uainaaiaa* 


*  Whila 


Lla  thaia  would  stam  to  )b«  tha  major  affacta  of  a  dacllninf  aianMaiM  ratio, 
any  outcome  of  rural  dapopulatioii  could  ba  addad  to  thia  lltt. 

jgiff?If.lJ^IL_tha_CofflP<Jsition  of  the  Rural  Farm  Work  Force  and  Potalbla 
EFfectaT  •      ■  — ~"*"  ..  .'  ' 

The'tenaral  conctrri  hare  ia  with  tha  nature  of  the  ralationahipa  between 
tha  farm  population  'and  the  ccawunity  within  which  they  reaide*   Thaae  relationahlpa 
could  have  aa  their  raferretita  othar  individuals  or  coamunity  opganiwitiona  and  - 
inatitutioiit.   A  change  froro  "family"  to  "corporate"  (tSIF)  farms  by  definition 
will  drastically  altar  the  composition  of  the  ruraX  farm  population..  Resident  farm 
owners  and  their  families  wiU  ba  replaced  by  hirad  managers «  workers  and  their 
families.   Hajor  conwunity  effects  or  changes  could  accompany  such  a  changa  in  farm 
types  if  the  two  populations  iisJ^feund  to  vary  in  the  nature  of  their  relationships 
to  tha  eowmunitlas  within  which  they  rasida.   Tha  information  in  Table  3  suggests 
such  differences  may  we^l  exist* 
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•  TABLE  3. 

Avtr«i«  Copwnity  Riiljittd  Chartctei^tict  of  Wisconsin  IncorporitiHl 
IT  Own«?t,  Hlrtd  rull-Tim«  Worictrs  and  ISIF  Managers,  1970^ 


* 

FF 

Owner 
(3t) 

Full-Tine 
Worker 

*  (70) 

LSIF 
Manager 

(27) 

DMCriptiv*  InforMtion  (Respondent) 

Ate 

H$.3 

H2«0 

H5.0  ' 

Yeere  of  education^ 

11.6 

10.2 

11.0 

Yaare  lived  in  cowiunity 

19.6 

»  16.5 

Magasines  and  newspapera 
.  aubf cribed  to 

i.i 

- 

3.H 

6.3 

Voluntary  Organisation  Kefnbership  ^ 

,  Total  (Keapondent) 

2.1 

.H 

1.5 

Total  (Husband  and  Wife) 

3«5 

.6 

2.»^ 

Total  (Family)  ^ 

6.1 

1.9 

6.H 

Mumber  of  school  activltiea 
(Children) 

5.2 

3.2 

5.9 

Church  Related  Characteriatica 

« 

Per  cent  MeMbera 

m.o 

m.o 

96.0 

Contributiona  per  week 

$  7.1U 

$  2.10 

0  7.87 

Political  and  Public  Leadership 
Participation 

par  cent  with  a  "gr«»t  deal" 
>  of  intereat  in  local  politics 

32,0 

10.0 

26.0 

.  ^  Nusl^er  of  11  politic*!  activi- 
ties  participated  in 

H.2 

1.0 

H.3 

Per  cent  of  i  recent  elections 
eligible  for  and  voted  in 

10.5 

HI. 3 

.  69.0 

NUMber  of  11  public  leaderahip 
pdkitiona  aver  held 

*70 

.17 

.11 

Economic  Characteristics 

Gross  family  monthly  income 

0357H 

$  621 

$  1765 

Ket  family  monthly  income 

917 

517 

9H8 

Kat  worth  (icoui  worth  minus  0123,850 
indebtedness) 

0  15,876 

$  61,675 

ERIC 


3292 


TABIX  3,  continued 


rr 

Ovmtr 
(38) 

Full-Tlma 
Workar 
(70) 

LSir 

Hanagar 

(27). 

1 

Uv«X  of  Iilving  (IKmber  of  20 
itma  pottesstd) 

1^.6 

15.9' 

r 

Support  Qf  local  Busine<it«s 

P«r  c«nt  of  11  pir>on«l 
goods  bought  lac*lly 
wh«n  av«2l«bl« 

56.4 

* 

-J 

"  Ftr  c«nt'  of  11  farm  goods 
bought  locally  when 
available  and  appllcablt 

55.0^ 

<  ■ 

\ 

It  waa  found  in  the  Wisconaln  raaaarch  that  approxlmataly  88|  of  tha  Incor- 
poratad  LGIF  woricf^rca  was  compoaad  of  hlrad  workari  (76|''^fuU-tliia)  and  121 
hlrad  manager.^.  "The  najor  tfonparlions  In  'Tabla  3,  than  ihould  ba  batwaan  FF 
owners  and  hired  full-tiae  workere.  A  <:offlparlion  of  th^  average  cowminlty  related 
dMiracterlatlcs  of  theea  two  gr oupa  auggaitA*  the  following  community  effects  would 
accompany  a  change  froi*  FF'e  to  LGlF'a,  all  other  factors  cotietantJ 


17, 


1«  ^Levels  of  age,  education,  residential  itabUity  and  information 
posieised  will  decline.  > 

2.   Tha  nu«ib«r  and  variety  of  voluntary  organizations  will  declina  «nd 
tha  support  -of  txtra^currieular  school  activities  will  decline. 


Tha  figures  appearing  in  this  table  were  dtrived  from  K.A»  Wllkening  and 
R.D.  Rodefeld,  HJ3HISi!LJSi^SS£^£ES?  Farms  II:  Characteristics  of  K«j^id*nt 
Oimtrs,  Hired  HanagerQ  and  Uirfed  Work^sTSenter  for  Applied  S^I^Siyi  (MI) 
Department  ^Tiural  GocioKgy,  University  of  Wisconsin,  Hadlson,  Deceiribar, 
1971  and  previously  unpublished  data. 


ERIC 


244 


1. 


8293 


3#   Church  «efnberah£p  will  rmaln  about  th«  Mm«  but  contribution* 
will  decline. 

I*.    InterMt  in  local  political  isiues  will  dcclina  and  political 
participation  will  dtclina. 

5.    Economic  stratification  will  increaaa,  laval  of  living  will 
decline',  and  the  amount  of  revenue  availably  to  b«  »pent  in  the 
local  cohnnunity  will  decline^ 
t 

Little  change  will  occur  in  the  extent  to  which  personal  and 
family  related  goods  and  service!  are  purchased  in  the  local 
coemunity. 


?t  purcn 

V 


C.  CoQcluslQna  .  -  '  / 

Differences  in  the  man:  land  ratios  of  FFU'and  LSIF's  and  differences 
in  community  related  characteristies  of  the  work  forces  \iasoclated  with  these 
two  farm  types-  suggest  ratJier  major  community  effects  will  accompany  a  change 
from  one  -^pe  to  the  other,  all  ether  factors  constant.    The  magnitude  of  the' 
effect*  will  vary  depending  on  the  size  of  the  community*^  population  center  • 
(or "the  proportion  of  the  co«ttunlty*s  population  rural  farm),  the  proximity  of 
the  coawunity  to  larger  population  centers,  and  the  amount  of  nonfarm  employment 
available.    The  magnitude  of  the  effects  will  be  even  greater  to  the  extent 
LS1F*8  employ  seasonal  or  migrant  workers  rather  than  full-time  year  round  hired 
workers. 

*  \  ■ 

D-    Effects  AasQciated  Vith  Other  Farm  Type  Changes  * 

ff  these  are  4n  fact  the  major  causal  variables  at  the  farm  and  coiwiunity 

level,  then  a  liumber  of  additional  interesting  auestlons  are  suggested.    For  ^ 

Instance*  what  effects  would  be  brought  about  in  communtles  whera  "family"  fKrmt 

were  replaced  with  I,TFF»a?  this  is  a  legitimate  question  since  it  appears  there 

is  a  trend  toward  larger-than-family  farmt  as  defined  by  amount  of  labor  hired. 

For  instance,  these  farms  accounted  for  of  all  farm  sales  in  1959  and»35.Hl 

in  196tf,   Their  percentage  of  all  farms  increased  from  »f»5l  to  H.al  in  the  same 
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tim  period.      jEifhty«nin«  p«r  c«nt  of  .the  incorporattd  LTFF  worJc  fore*  w*i 
foufid.to  t)e  cowpoitd  of  hlrtd  f  uXX**tiin«  «nd  9«aion«X  win  y(^Lr  tquiv«ltnt 
vorktrs^  aliKoit  «(«ctly  tha  •«■)•  a/for  IiSIF't.^^  Th«  mnij^nd  ratio  for  thii 
typ«  of  farM  also  will  undoubtAdly  ba  found  to  ba  itore  aiwilar  to  that  of  tSIF'fi 
than  FF'a/  To  tha*«txtent  thtia'two  eharacttristics  of  LTFF^a  approxlwata  thoia 
for  tSIF*s  than  the  aama  cownunity  affecta' a  function  of  theaa  charactaristica 
Hill  also  b«  observed.    The  only  ntajor  differt^a  between  LTFF^a  and  LSXF'a  ia 
^that  IiTFF's  do  not  have  absentee  ownara;  hence «  the  effects  «  function  of  thia 
characteristic  will  not  accompany  LTFF's/  The  points  Eowaver,  i»  that  the  bulk 
of  cowimnity  effects  asfjociated  with  a  change  from  FF»a  to  IiGIFU  nif ht  alio 
occur  with  a  change  from  FF's  to  IiTTFF'a.    Xdeally,  r.esearch  ahould  be  carried 
out  on  the  effecta  of  this  latter  change  alao.  -  ^  ^' 

Another  point  worth  Tnaking  is  that  ^FF's  are  also  getting  larger  and  liave  a 
decreasing  mansland  ratio.    Ev'en  if  ail  farma  other  than  FF'a  were  not  • 
allowed,  rwraX  depopulation  unless  off-set  by  other  forces,  would  atilX  occur 
along  vith  th>  cowraunity  effects  a  function  of  population  Xotin»  An  luportant 
point*  however »  is  that  population '.loss  will  b«  minimized  with  either  FF's  or 
TF»a,  and  FF's  will  ndt  bave  those  effects  associated  with  absentee  ownership  and 
a  high  proportion  of  the  work  force  which  is  hired  workera. 

VII.    Commentg_jGitj^_^Qfe^^^     poidschwidt;'s^t»cly  of  Arvin  and  Dinuba 

As  pointed  out  earlier,  Profesaor  Goldscr»midt.'9  19Me  study  of  Arvin  (lart* 
^  farm)  and  DiuTita  (amall  farm)  has  been  the  only  study  which  has  directly  addreased 
the^  quest  ion  of  what  effects  would  accowpany  acJiange  frcia  "family"  type  farms  to 


^^Hikolitch,  Our  31 , oH^ Largcot' Farma ,  _Qp_iC_it*  t  p.  39. 

^'RodefeVJ,  R.0.,  Hlscomln  InGOrForatjyQjnB^l!  — — ,  op.clt..,  p.  75 
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"'nonf amily" 'qr  "corporate"  farms.    Given  the  basiS  interrelationships  between 
a  community's  population  eentS?  (especially  smaller , centers)  and  the  farms  ixt^^ 
tW  community's  hinterland,*!  find  it  quite  siirprising  so  little  research  has 
been  carried -out  on  the  nature  of  this  relationship.    If  such  research  had  been 
carrie4  out,  we  wo{tld  be  in  a  better  position  to  sp'eci^l^what  effects,  at  the 


community  level j  ^der  what  conditions,  would  accoTnpany  a  change  from  "family"  ^ 
to  "ciorpOTate^V(LSIF)  farms.  ' 

The  major  findings  of  Professor  Qoldschra±at*s,:rCsearch  are  well  Icnown  and 
will  not  be  fep6ated  here-f  Instead,  the  applicability  of  this  research  tb  th^  . 
contemporary  concern  with  "corporate"  (LSIF)  farms  will  be.examined*  Firsts 

studies  such  as  Professor  Goldschmidt^s  should  be  carried  out  in  other  regions 

<^' 

of  the  country  to  test  the  ^nerality  of  his  finditigs.    Th^  communities  and; 

■  '    -     •     ^     ■  ■  . 

region  studied  by  Gpldschmidt  vary  in  significant  ways  from  rabst  parts  of  the 
'        country ►    For  instance,  the  types  of  production  vere  very  labor  intensive  (grapes, 
fruit,  vegetables  and  cotton)  j  large  numbers  pf  seasonal  or  migrant  workers  yere' 
used  and  irrigation  was' used,.  Would  the  sane  general  effects  of  a  change  from 
"family'^^to  "corporate"  (LSlF)  farms  be  observed  in  other  regiCns  of  the  country 
with  different  characteristics,  for  instance,  the  corn,  wheat  and  dairy  belts? 

y  Would  the  magnitude  of  the  effects  be  the  same^^ 

Second  i  'Golds chmidt  controlled  on  certain  factors  .which  thanselves  will*in- 
fXuence  the  extent  'to  which  farm  changes  have  an  effect  on  the  total  community* 
Fop  instance,  how  would  the  effects  observed  iJy  Goldschmidt  been  affected  if  the 
population  centers had  been  larger  and  the  rural 'proportion  of  the  total  community 
jjopulation  lower?    How  might  these  effects  been  modified  if  the  communities  had 
been  withix^  commuting' distance  of  larger  population  centers?  - 
Third,  in  controlling  faif  population  size,  land  in;  farms  and  types  of  production 

^  to  a  lesser  degree  T  Golds chmidt  essentially  controlled  for  the  population  density 
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or  inan?land  ratio  of  the  conaimnity's  rural  hinteriand.    I  have  suggested  one ; 
of  the  major  chatiges  front  FF's  to  tSIF's  wight,  in  fact,  be 'a  x'eduction  ip  . 
the  rprai  farm  population  density.    Since  this  change  would  h^ve' major*  com- 
munity implications  on  its  own  accord,  research  should  determine  whether  r 
^ 'net  this  ia  ta?ue,  dnd  what  the  magnitude  of  this  reduction  might  be.  Thia 

.■  ^  •   fU^/^A^rt.    *  ,  ... 

should  be  done  for  cill  majoxj^  types  of  pi?oducftionk         ,  r         '.  i 
^        Fourth,  while  scale  of  operation  was  isolated  by  Goldachmidt  as.  the  major 
causal  variable,,  the  specific  farm  characteristics  given  ^eatest  causalnsigr- 
.  :  nificance  were  the  proportion  of  the  total^woit'Jc  force  wage-laborers  and  the 

proportion  of  farms  absentee  owned  or  tenetnt  operated.    What  are  the  independent 
e:^f ects , .  and  relative  Weights,  of 'these  variable ^1  however?    To  what  extent,  for 
'   instance,  would  the  same  effects  been  observed  in^Arvin  h^d  the  proportion  of 
absentee  ownership  Kfen  the  same  as  in  Pinuba,  but  the  :proportion  of  the  work 
'    force  wage-laborers  remained  the  same?  ^If  absentee  ownership,  man :land  ratio 
t  and  occupational  distributioa^^e  viewed  as  three  of  the  tnore  important  farm 
character istic&  affecting  community  characteristics,  what  are  the  independeiit 
effects  of  variations  in  each? 

Fifth ,  >a  good .  deal  more  must  be  known  about  the  causal  x*elat Jpnship  between 
the  proportion  of  the  work  force  hired  laborers,  and  community  characteristics, 
Goldschmidt*  suggests  levels  of  income,,  education,  residential  stability  and  com- 
munity loyalty  might  be  among  the  more  important  variables  here.   Jf  this  is 
true,  as  these  characteristics  increase  over  time,  the  community  situation  should 


Improve.    But  how  much^    Which  variables  are  most  important?    To. what  extent  will  . 
such  improv 
by  LSIF's? 


such  improvements  off -set  the  intftaJ.  loss  which  occurs  when  FF's  are  replaced 
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.-so-  ■  ■    ■  ;        ■  ,  v.. 

It  would  ailst)  b*  d«*li>eable  in  future  research  to  study  specif  id  comtmni- 
ties,  where  a  change  had  occured  from  ••family"  to  "corporate"  farms.  Professot* 
Gbldschraidt  attempted  to  determine  what  effects  would  accoinpany  such  a  change 
.by  eoraparing  the  characteristics  of  two  communities  at  one  point  in  time  which 
varied  in  their  farm  typts  but  wer*e  similar  in  other  basic  characteristics* 
This  ia?ocedure,  evert  when  as  well  done  As  by  Professor  Goldschraidt,  has  its 
reservations  and  shortcomings.    The  surest  and  least  questionable  pt»ocedure  i* 
to  moniter  the  effects  of  such  a  change  as  it  occWs  within  a  community*    Another  ' 
similar  procedure  would  be  to  find  communities  \Shere  A  change  had  occured  from 
"faraily^^  to  •  ••corporate"  farms  and  carry  out  a  social  and  economic  reconstruction 
of  the  conmunity  characteristics  preceding  and  following  the  change. 

VIII,    Proposed  Research  to  DGteriiune  the  Effects  at  the  Community  Level  of 
a  Change  from  "Family •'  to- "Corporate"  (LSIF)  Farms » 

A.  The  Problem 

It  would  appear  that  if  present  conditions  remain  unchanged,  a  high  pro- . 
ibability  exists  family  type  farms  will  increasingly  be  replaced  by  "corporate"  or 
large-scale-industriali  type  farms>^As  this  change  proceeds  farms  owned,  managed 
and  worked  by  families  will  be  replaced  by  farms  with  absentee  ^owners  and  non- 
owning  hired  managers  and  workers.    There  is  ^reason  to  believe  one  of  the  major 
concommitants  of  this  change  iftli^be  a  decreasing  mantland  ratio.    The  findings 
of  Professor  Goldschmidt  and  the  Wisconsin  research  suggest  this  change  in  farm 

'  type  will  result  in  numerou^  effects  at  the  community  level.    These  effects  wilX 
probably  become  greater  the  smaller  the  community  is.    No  research  has  beett 

-  carried -out,  however,  in  communities  which  have  actually  experienced  a  change  fpoffl 
••family"  to  large-scale-industrial  type  farms, 

•■     .  V   -  . 
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Because  neither  of  the  cotanunlties  studied  by  G^ldschinidt  had  actually 
experienced  a  change  in  farm  types  certain  questions  could  not  be  answered. 
For  instance,  if  the  small' farms  in  Dinuba  had  actually  been  replaced  by 
farms  like  those  in  *Arvin  there  is,  reason  to  believe  the  community  of  Dinuba 
would  become  similar  to  Arvilri.    But  how  similar?    The  social' and  economic  * 
patterns  and  institutions  of  Dinuba  would  be  expected  not  tinly  to  resist  the 
effects  of  "such  a  change  in  farm  types  but  also  would  employ  adaptive  mechanisms 
to  lessen  these  effects*    Since  Dinuba  had  not  experienced  such  a  change  Me  do 
not  J<nov  what  adaptive  mechanisms  would  be  employed,  hence  we  do  not *know  how 
similar  to  Arvin,#Dinuba  would  become..  Furthermore,  Gbldschmidt's  study  pro- 
vides no  insight  as  to  the  process  through  which  i;he  family  farms  of  Dinuba 
would  or  might  be  replaced  with  farms  like  thcS^iri  A^^in,    What  would  cause  the 
family  farmers  of  Dinuba  to  stop  fanning?    Were  they  forced  6ut  because  of  eco- 
nomic reasons?    Did  their  owners  retire  or  die?    Or,  were  they  induced  to  sell 
by  a  high  offer  for  their  farm?    Perhaps  the  present  family  farms  of  Dinuba  are 
evolving  over  time  to  become  mofre  like  those  in  Arvin,  ,To  answer  such  questions 
longitudinal  StudJIfes  of  communities  which  have  experienced  a  change  in  farm  type 
should  be  carried  ,out.  ' 

The  approach  taken  in  the  Wisconsin  research  ia  also  inadequate  to  answer 
questions  about  the  effects  accompanying  a  change  from  FF's  to  LSIF's,  Statements 
can  be  made  about  community  change  with  this  approach  if  certain  assumptions  are 
made,  such  adt,  all  other  conditions  equal  or  constant.    In  real  life,  of  course,  ^ 
these  other  conditions  do  not  usually  remain  constant  and  are  usually  Interrelated 
in  complex  ways.    Information  from  individuals  eatx  be  suggestive  of  what  the  effects 
of  varying  conditions  are  and  what  the  nature  of  the  interrelationships  might  be 
but  they  will  remain  as  tentative  hypotheses  until  they  are  subjected  to  testing 
in  an  actual  change  situation. 
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^-     Another  problem  with  statements  «bout  community  change  derived  from  indivi- 
duals is  the  contextual  fallacy i*e*y  inferring  the  properties  and  behavior  of 
collectives  from  the  characteristics  of  individuals*    It  is  inappropriate,  fpr 
instance^  to  suggest  a  population  of  LSIF  managers  and  workers  in  a  specific 
community  will,  havfe  the  same  community  related  characteristics  as  those  observed 
from  a  random  sample  of  all  such  managers  and  workers  in  the  state  or  nation  as 
a  whole.  )'..  ^ 

Vhat  is  needed  io  "longitudinal  studies  of  specific  communities  where  a  change 
has  occurred  in  the  hinterland  from  "faaily"  to  largi- scale-industrial  type  farms. 
Two  such,  types  of  studies  could  be  carried  out^with  this  apJJroach,    First,  the 
characteristics  of  the  community  before  the  change^ occurred  would  be  assessed. 
As  tho  change  in  farm  types  took  place  tbe  community  effects  of  the  change  would  f' 
be  recorded*    When  the  change  Was  completed  the  characteristics  of  the  comnunity 
before  and  after  the  change  could  be  cdmpared.    A  Second  approach  would  be  .to 
reconstruct  tho  relevant  characteristics  of  the  community  before  the  change 
occurred  and  compare  them  tfiVthe  characteristics  observed  after  the  change  had 
-taken  place.    The  first  appr^lach  is. the  ideal*  while  the  second  is  the  more  real-* 
istic. 

'         Proposed  Kesearch  Design:    Four  Communities  would  be  selected  using  the 
following  criteria. 

1.    they  would  be  located  in  the  Hidvfest- Great  Plains  regions. 

a.    They  would  have  experienced  a  significant  -FF  to'LSIF  change  in 
the  last  10-15  years. 

3.    They  would  have  approximately  the  same  size  population  centers.  They 
would  probably  be  selected  within  a  range  of  frCm  1*000  to  5*000*  ■ 

They  would  vary  by  the  major  type  of  agricultural  production  in  the 
rural  hinterland.    For  the  regions  suggested  these  would  be:  dairy, 
lives*. :ck»  grain  and  vegetables  -  canning* 

5*   They  w^i  Id  be  located  away  from  major  metropolitan  centtfpi. 
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C«   RatioMi*  fork  Prbposed  Re^wch  C«ait|n.  ' 

While  It  would  be  dei^eable  to  study  chances  from  Fr»s  to  LSIF»s  in 
all  U.S.  regions  thtre  are  some  reasons  why  this  change  ahould  particularly  be 
studied  in  the  Mi^dwcst-Great  Plains  region,    thf  major  reason  is  that  the  pro-  / 
portion  of  aXl  fanSs  which  are  FF's  is  greatest  for  these  regions  at  this  tine.. 
Thus,  the  magnitude  of  the  effects  associated  wifh'aVchanje  from  FF»s  to  LSIF's 
would  probably  be  greater  for  these  regions  than  any  other*   Assun»dly  the  iwif- 
nitude  of  the  effects  of  such  a  change  would  be  greater  than  if  the  farm  change 
was  from  tTFF's  to  LSIF's.    These  regions  also  account  for  the  greatest  percentage 
of  the  value  <^f  all  farm  products  sold  and  are  second  in  the  number  of  farms  and 
rural  people  (the  South  is  first .  ^ 

As  Professor  ^lilkening  has  pointed  out  there  are  undoubtedly  few  comnpnities 
in  the  Midwest  or  Great  PlAins  composed  entirely  of  LSlF'a*   Given  this  fact,  it 
is  quite  unlikely  any  communities  will  be  found'in  these  regions  where  a  change  / 
has  occurred  from  a  prcdomlfiahce  of  FF*s  to  a  predominance  of  LSIF's,    However,  \ 
I  do  think  communities  can  be  found  where  within  the  last  10-15  years  one  Or  a 
number  of  ex'tremely  large  LGIF»s  have  replaced  FF'*-,    1  know  of  one  such  farm  ' 
myself  of  approximately  5,000  acres  which  replaced  30-35  former  FF>,    This  should 
be.a  large  ^enough  change  so  that  if,  in  fact,  major  effects  are  associated  with  a 
change  from  FF»s  to  LSIF's  they  should  be  observable. 

Given  the  larger  numbsrs  and  importance  of  LSIF's  in  othex*  regions  of  the 
country  it  is  tempting,  or  would  appeSi*  easier  to  easpry  this  reswcti  out  thefc'e. 
There  will  be  two  problems,  howevet^,  with  such  research*    First,  because  of  the 
differences  in  types  of  production  (highly  intensive  Cfruit,  Vegetables,  etc.]  or 
highly  extensive  Ccattle  racches]  >,  typas  of  hired  workers  employed  (large  inputs 
of  migratory  workers)  and  historical  tenure  patterns  there  WIU  be*»ajor  probl^s 
of  generaliscing  from  such' research  to  the  Mi«^si|t  and  Great  Plains. 
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Stcondy  «ven  though  more  LSIF*s  ar«  found  In  othtr  regions  I  would  su8p«ct  that 
nott  of  then  have  httn  that  way  for  a  long  time  or  hava  replaced  LTFF's*  It 
actually  night  be  more  difficult  in  these  regions  to  identify  coniminities  where 
a  recent  lujor  change  had'ta1<en  place  in  terms  of  FF's  being  replaced  by  LOIF*a. 
A  10-15  year  tine  period  is  specified  since  the  shorter  the  specified  time  period 
the  greater  the  ease  will  be  of  obtaining  information  on  the  characteristics  of 
the  community^^  before  the  change  took  place* 

It  would  be  important  to  control  on  size  of  population  center  to  reduce  the 
effects  associated  with  variation  in  that  characteristic.    The  predominant  types 
of  agricultural  production  have  been  selected  as  representative  of  the  major  types 
of  production  in  the  region*    This  will  also  allow  an  assessment  to  be  made  of  the 
relationship  between  type  of  production  and  the  magnitude  of  the  effects  accompa- 
nying a  change  from  FF*s  to  LSZF*s.    The  effects  of  such  a  change  might  be  greater, 
for  Instance y  for  dairy  areas  t^an  grain  areas*    The  approach  suggested  here  will 
not  only  discover  any  such  relationships  but  should  also  be  able  to  explain  why 
the  differences  occurred*    Ideally,  the  communities  studied  would  be  located  away 
fro«  metropolitan  centers  since  this  is' true  for  the  majority  of  rural  people  and 
the  cpnfounding  effects  of  close  proximity  to  such  centers  can  be  controlled* 

D*    Methodological  Procedures:    Hajor  Groups  Ctudied 
1*    Personal  Interviews 

a)  Fozwer  FF  owners  cr  relatives  (If  deceased) 

b)  Present  workers  and  or  residents  on  LCIF's 

c)  Family  farm  control  group:  matched  with  former  FF*s 

d)  Selected  local  business  owners  and  representatives  of 
cowiunity  institutions 
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2*  QuMtionnairts 

.  «)  Fonwr  FF  owneri  (or  relatlvts  of  smm)  If  not  pr«nntly 
local  rfeildcnti 

b)  Pr«ient  owntrs  of  I.SIF»3  (If  low  In  proximity) 

c)  r«r»#rs  adjactnt  to  LSIF»« 

d)  Locml  busintss  ovratra 

3*    Stcondary  data  analysis  ^ 

a)  Local  tax  rtcords 

h)  Farw  auction 'rtcords  of  foratr  FF  owntrs 

o)  Local  farm  related  business  data 

d)  Real  estate  records 

e)  Census  data  ^ 
f }  Local  newspapers 

f)  Flatl)ooJcs 

Major  questions  to  be  addressed  In  the  research 

1.    Ifhat  differences  exiat  between  the  former  FF»s»  present  LGIF»«  and 
control  group  farms,  for  a  number  of  characteristics? 
a)  Conservation  practices 
^^^)   Value  of  machinery,  bulldlnia,  livestock,  production,  sales 

c)  Han:land  ratio 

d)  l^roportion  of  gross  gnd  net  farm  Income  remaining  in  conwunlty 
•)  Hirkating  and  purchasing  patterns  of  farm  related  goods  and 

services  j 
f )   GovemmentAl  subsidies  received 
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* 

What  diff«rirjc«t  #xi»t  in  the  charaateristics  of  f onwr  FF  owntra 
and  their  farniliest  and  those  ;irestiitly  residing  on  the  saiM  Zand 
and  tha  control  group? 

a)   H*mbtrship  and  participation  in  cowaunlty  voluntary  organixations 
b>   Income  characttriatica,  proportion  ipant  locally 

c)  Purchaaitig  patttrnijl^^rsonal  and  faaily  gaods  and  aervices 

d)  Political  participation 
a)  Religious  participation 

i'>   Level*  of  residential  stability  • 

g)  xaucatlon  charaGterl8tic3 

h)  Population  characteristics  (nuBiIer,  age  dlsstritutloni  dependency, 
ratio,  etc*) 

Information  from  Interviews,  QUestlomiaires  and  secondary  data  analysis 
will  he  used  to  answer  the  question,  "Hhat  changes  have  ^aken  place  in 
the  cownunlty  since  the  establishment  of  LGlF's?" 
a)  NuMber  'and  variety  of  liislntsaes  and  volume  of  buslneas 
h)   fax  revenue 

c)  Area  land  values 

d)  Humber,  VK'i^ty  and  iBeinfctrshlp  of  voluntary  orianlzations 
•)   Kunber,  maidberahip,  levels  of  participation  in  churches 

f )  Political  participation 

g)  Population  size  and  atructure 

h)  Hu«ber,  varlaty  and  volume  of  aervlce  Cdpganitationa  (doctors, 
lawyers,  dentists,  etc •} 
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Propottd  tln#  Sch*dul« 

!•   Initiation  data:   Octobtr  15,  1972 

2«   Duration  of  project:    2  yaarx 

3.   TiM«.  Schtdula  ^ 

a)  CoAMunity  iitXactioD.,  aita  vi«it«i  fiald  work  2  wonth* 

b)  DtvalopMnt  of  r«saarch  initi'iMants  2  tK>ntha 

c)  Stltction  of  intervitwtrs,  training,  conf- 
truction  of  sampling  li»ta,  Idtntlfication 

of  secondary  data  sourtti  '2  inonths 

d)  Study  of  Coiwunlty  I         -  1  wontb 

•)   Interviewing  in  Conmunitita  XI  -  IV 

Assuming  150-200  interviews  at  thrte  (3)  a  day 

per  community  2  «K>nths 

f )   CoUeetion  of  secondary  data  1  iwnth 

/ 

,  f )   Coding,  of  data,  punching  of  data  ,*           2  nanthn 

h)  Data  analysis  -*  preliminary  results  6  iwnths 

i)  Final  report  6-»ootha 

*  2if  wonths 


Proposri  2  Year  Budget 

Project  director',  3J  years  8  $  7,000  per  year 

Frolect  Assistant:  Full-tiiee:  2  years  9  0  10,000 
pw  year 


$  14,000 


20,000 

Interviewers:  3  for  10  months  each  9  $  8,000  per  year  20,000 
Typist  -  Full«time:  2  year*  3  0  6,000  per  year.  12,000 
Travel,  Expenses  '  S,000 
Consultants  2,000  , 

Card  Punching  2,000 
Co*|jati)?  '  «»,000 

Supplies  1,000 
.T  *        •       '  $  §0,000 
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Thttt  cottt  ar«  approxiiUtions  and  could  eventually  bt  rtvis«d  tither  up- 
ward* or  down*   After  the  four  conwunities  have  bfstn  selccttd  for  $tudy  and  the 
Initial  field  work  completed  it  will  be  possible  to  specify  the  total  costs  more 
accurately.    After  this  «tage  of  the  research  is  completed  travel  costa  will  be 
known  and  the  approximate  nuraber  of  interviews  and  (jutstionnaires. 
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StJttMint:  Ptftpmd  for  tfm     ■  ^  ' 

CUBCOHMITTEE  OR  JDHOPOMf  OF  T»  SCUECT  COHOTKe  OK  SMMJ*  BUSBCSS 

Unlttd  States  StnAt« 

StjMitor  GayXord  Wtlion,  Chainwrn 

Htarlngt  on 

CORPORWB  dECWSCY:  JWRHUSIHESS 

#  • 

WAJOTR  GOlDSCltcrDr-,  Prof  •iior  of  i^nthropology 
Unlvtrilty  of  C«Xlfoml«i  Lot  Angtliff 

,   V     1«SCA1CH  IMX)  TW  EFFECTS  OF  (X)IOTltATB  FMW^ 

OH  THE  quAwry  of*irm,  cofwUMiry  lifs 


VMnit(l«y»  Htroh  1,  1972 
MooM  3X8,  Old  Stmtttt  Off  lot  Building' 
WMhlrtgton,  D.Ci 
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X  am  th«  author  of  a  study  antitlad,  *'S«all  Businesi  and  The 
CoiMiunity;   A  Study  in  Central  Vallfy  of  palifornla  on  Effects  of  , 
Scale  of  FrsM  Operations"  vhich  was  executed  in  1944  and  published  by , 
this  CofiMittee  on  0ecefa>er  23 1  1946  and  republished  by  your  Committee 
in  1969*   This  study  documents  ^Awt  happens  to  the  quality  of  rural 
life  vhen  the  land  is  dominated  by  large  agribusiness  as  c^pared 
with  communitiiis  in  which  independent  f amily-^sized  and  f Miily-operated 
commercial  farms,  of  the  kind  that  have  been  the  bulwark  of  American 
democracy*  comprise  the  economic  base.    Corporate  farming  has  lor\g 
dominated  the  Calffornla  rural  scene*  though  there  are  also  areas  in 
v^iich  the  land  was  divided  into  small  family-sized  plots  and  t^re  the 
traditional  form  of  American  agricultut^  is  to  be  found/ 

In  the  quarter  century  since  the  publication  of  that  study, 
cot^porate  farming  has  spread  to  other  parts  ofm^  country,  particu- 
larly to  the  American  agricultural  heaitland  which  has  always  been  the 
sccno  of  family-sized  commercial  farmers.   This  development  has,  like 
fio  many-  other  events  of  the  period,  been  assumed  to  be  natural,  inev- 
itable, and  progressive,  and  little  attention  has  been  paid  to  the  ^ 
costs  that  have  been  incurred.    X  do  not  mean  the  costs  in  money i  or 
in  subventions  inequitably  distributed  to  large  and  small  farmers.  I 
mean  the  costs  in  the  traditions  of  our  society  and  ltil|?u)^  institutions » 


\ 
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It  it  Miy  purpott  htrt  to  iMprtts  upori  your  CoMnlttt*  tht  n—d 

to  tXMln*  both  th«  dAUM«  and  tht  tfftctt  of  th«  incrtMtd  ttncroach- 

Mtnt  ot  «gributlnttt  on  Amtrlcan  ruria  lifti  «nd  Z  b«lltvt  th«t  you 

will  find  that  my  earlltr  study  jmi  a trva  ai  a  modal  for  parts  of  such 

an  axwilnatlon.    It  may  ba  that  tht  social  tf facta  of  .largt-scale  cor- 

porata  farming  that  wtra^diimonatratad  to  havt  taKan  plaot  in  California 

no  longtr  pravaUs;  'it  may  ba  that  tha  conditions  that  obtalnad  than  in 

California  do  not  appaar  in  tha  Hiddlt  Wtst  and  South  of  tha  1970<s^ 

and  if  thlTi  Is  tha  cast,  it  is  Important  for  us  to  loriow.   I  mystlf 

am  convinctdy  howtvtr,  that  tha  rtsulti  of  tht  earlier  study  will  be 

substantiated  because  i  believe  that  the  causative  forces  are  inexo- 

x^able;  that  corporate  farming  creates  an  urbanised  and  Impoverished 

rural  cofwnunlty.    If  Jt  am  right  In  this  belief,  then  the  Information 

dcrl\'ed  from  the  study  of  the  influence  of  corporate  farming  on  rural 

lif^an  serve  as  a  powerful  inoentlve  for  reformulating  American 

agricultural  policy.  .  This' will  be  particularly  true  if  we  find  that 

similar  affects  appear  in  the  American  heartland,  for  it  was  posslbla 

in  t>ie  1940*8  to  consider  corporate  farming  to  be  merely  an  aberatlon 

characteristic  of  California,  XDce.  its  evangelical  sects  and  its 

movie  star  polltlclana.    It  is  Important  to  know  what  la  happening  now» 

and  >^at  is  Vappening  outside  of  California.  ^ 

In  order  to  impress  upon  you  tha  importanoe  of  undertaking 

y 

such  a  sti^y,  it  will  ba  necessary  for  me  to  present  some  of  the 
details  of  the  events  and  ^he  character  of  the  conclusions  iurrounfllng 
the  earlier  work.    I  will  have  to  be  some^at  autobiographical  and  X 
trust  that  I  am  not  ye t  so  old  as  to  be  in  my  anaodotage  and  can  Heap 
thia  discourse  to  a  minimum^ 


a;  am  ap  ianthtoppl^        while  still  a  graduate  student  I  bee 
interested  .In  the  possibility  of  using  the  tediniques  and  the  theories 
jof  anthropologfy  for  the  study  <of  the  modem  American  cornmunit^^  _ 
was  supported  in  ^  dissertation  by  a  fund  made  available  by  H*  L. 
Wiis6n»  then  iil?ector  of  the  ExteiAsion  Service,  to  the  Bureau  of 
J^ricultural  Economics,  U.S.D.A.    My  study  of  Wasco,  a  town  in  the 

Joaqi/in  Valley,  was  completed  in  1941,    It  served  tjs  the  disserta- 
tion that  wa^  required  for  the  Ph.D.  degree  which  I  rec^ved'4n  1942 
from  th?  University  of  Qalifornia,* Berkeley,  by  which  t±ffe  I  was  on 
the!  regular  staff  of  the  B  A  E.    This  study  of  Wasco  showed  t^at  the  ' 
^industrialized  farming  th^  characterizes  San  Joaquin  Valley  resulted 
in  an  urbai^ized  rural  life;  with  appropriate  revisions  it  was  published 
•iunder  the  title,  As  You  Sow,  first  by  Harcourt  and  Brkce  and  latler  by 
the  Free  Press  of  Glencoo,  Illinois,  which  later  became  a  part  Of 
Macmillan.  .  >^  - 

'  Short  1;^  after  the , completion  of  this  study,  I  was  seconded  to 
a.  task  force  engaged  in  research  on  the  Central  Valley  Project  Undei?" 
the  general  direction  of  Dr.  Marion  Clalwson,  funding  for  which  was 
provided  by   the  Department  of  Interior.    The  Central  Valley  PrcJjQct 
Studies  consisted  of  a  collaborative  effort  to  provide  answers  to  a  \ 
number  of  basic  policy  questions  resulting  from  the  engineering  plans 
then  underway.    Various  agencies  of  the  state*  and  federal  governments 
collaborated  on  these  studies,  and  the  general  results  were  published 
as  reports  o|  the  several  conmittees .  ^ One  oi  these  questions  dealt^ 
with  the  problems  attendant  upon  tWiat  is  generally  called  the  acreage 
limitation  law  and  the  implications  for  the  apiplication  of  that  law 
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to  landUr  supplied  by  waters  developed  under  the  giant  reclamation 
/project  in  California.   This  question  read,  in  part,  as  follows:  What 
•  effects  will  this  project  have  on  agricultural  econony  and  rural  life 
in  the  Central  Valley  ,  /  ,? 

■  .  This  question  ia  ainenable  to  direct  empirical  investigation  and' 
it  vias  in  partial  ^response  tp-it  that  the  study  under  discussion  was 
initiated.    This  study  may  therefore  be  considered   as  back- 
'  ground  investlgiation  in  the  service  of  the  cownittee  jiealing  with  this 
question.    The  study  was  formulated  on  strict, scientific  principles 
of  controlled  comparison.    This  meant  two  things:    (1)   Vfe  had  to 
select  two  towns  which  were  comparable  in  all  basic  economic  charac- 
teristics except  for  the  matter  of  scale  of  fann  operations,*  and  (Z) 
we  had  to  establish  verifiable  criteria  for  the  impact  of  the  diverse 
economic  organization  upon  the  comnunity  life,        lijiiited  our  lyives- 
^igation  to  the  San' Joaquin  Valley,  which  was  the  target  area  for  the 
agricultural  development  of  the  Central  Valley  Project,  Fortunately, 
within  this  area,  there  is  a  general  comparability  A>f  soil,  climate, 
etc.  and  there  are,  at  the  same  time,  extreme  differences  in  size  of 
farm  operations.    On  the  basis  of  a  number  of  considerations  as  to 
what  ^^lements  should  be  held  constant,  we  ultimately  selected  the 
town  of  Arvin,  in  southeastern  Kern  County,  as  rej^resentative  of  the 
large-scale,,  corporate  farm  operations,  and  Dinuba,  in  northern  Tulare 
County  to  represent  the  family  farm  situation,    in  each  of  the  two 
communities  we  examined  public  records,  interviewed  cownunity  leaders, 
and  ordinary  citizens,  and  took  a  questionnaire  f romi  a  scientifically 
constructed  random  sample  of  the  population.   This    que$tio?irtaire  was 
designed  ko  give vus>  the  foll^wingr  informatidn:    (1)   household  compo-^ 
sitlon,  occupation,  nature  of  farm  enterprise  (for  farm  operators) 
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lindJ^hft  like;  (2)  social  participatrion  ih  conmunity  affairs,  (5) 
ecoil^icf  status  and  particijpation  ,and  (4)  XeveX  of  Xiving*    In  addition 
jtO  tivB  infotmaibion  that  X  and  my:  team  assembled  in  the  f ield»  we  h^d 
itiiccut^te  infozmation  provided  by  others  on  the  foXXowing  items:  (X) 
'tbe/'iiimits  of;the  community  as  determined  by  a  team  of  rural  socibXo- 
^^Istk,    (2)  the  size  of  farms  by  two  measures  obtained  from  .the  records. 

the  AgricuXturaX  Adjustment  Agency  by  economists  ^ equipped  to  analyze 
such  data»  (3)  the  total  vaXue  of  agricultural  prof^ucts  from  the 
^previous  year  obtained  in  the  same  manner  and  from  the  same  source,  and 
(4)  the  value  of  retaiX  sales  by  major,  categories  of  business  enterprise 
obtained  from  the  state  sales  tax  records. 

The  5j[if ference  between  the  two  communities  was  impressive;  they 
were  set  forth  in  my  sumnary  of  findings  and  shouXd  perhaps  be  placed 
in  the  record  here  t  '        *  ■ 

.  (1)  The  small  farm  community  supported  62  separate  business 
establishments,  to  but  35  in  the  large^farm  cownunity; 

■I         a  ratio  in  favor  of  the  smaXl-f arm  community  of  nearly 

•  „^ 

2:1. 

(2)  Thie  volume  of  retal^l  trade  in  th^  small-farm  community 
,  during  the  12  month  period  analyzed  was  $4,383,000  as 

against  only  ^2,535,000  in  the  large*farm  community. 
Retail  trade  in  the  small-farm  community  was  greater 
by  61  percent. 

(3)  The  expenditure  for  household  supplies  and  building 
equipment  was  over  three  times  as  great  in  the  smaXX-* 
farm  community  as  it  was  in  the  large-farm  community. 

The  investigation  disclosed  other  vast  differences  in 
the  economic  and  social  life  of  the  two  communities. 
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and  affords  i^trong  support  for  the  belief- that  small 
farms  provide  the  basis  for  a  richer  comnunity  life* 
at)d  Ji^gxwater  sue  of  those  values  for  ^ich  America  . 
standsi  ^an  do  industrialized  farms  of  the  usual 
type. 

It  was  f  oimd  that— 

(4)  The  small  farm  supports  in  the  local  community  a 
larger  number  of  people  per  dollar  volume  of  agricul-^ 
tural  production  than  an  area  devoted  to  larger-scale 
enterprises )  a  difference  in  its  favor  of  about  20 
percsent, 

(5)  *  notwithstanding  their  greater  numbers  *  people  in  .  the 

small-farm  community  have  a  better  average  standard 
of  living  than  those  living  in  the  community  of 
laxi^e-scale  farms. 

(6)  Over  one-half  of  the  breadwinners  in  the  small-fazm 
community  are  independently  employed  businessmen}  * 
persons  in  white-collar  employment «  or  farmers *  in 

the  large- farm  community  the  proportion  Is  less  than 
dne-fifth. 

(7)  Less  than  one-third  of  the  breadwinners  in  the  small- 
farm  cORvnunity  are  agricultural  *wage  Isbprers  (charap- 
teristically  landless *  and  with  low  and  insecure  income) 
while  the  proportion  of  persons  in  this  position  reaches 
the  astonishing  fjgure'' of  nearly  two-thiz^ds  of  all  per- 
sons gainfully  employed 'in  the  large-farm  community. 
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*(8)   iPhysical  facUititi  for  comunity  living --pnvtd  stretts, 
fictoiMlkat,  g«rl>«gf  dispoial,.  sewage  diapoial,  and  other 
public  »ervices*-«re  far  greater  in  the  smaXl-f arm 
'  coiwwnityj  indeed,  in  the  industrial-farm' coiiwunity 
some  of  these  facilities  are  entirely  wanting* 

(9>   Schools  are  more  plentiful  and  offer  broader  services 
in  the  small-farm  community,  which  is  provided  with 
four  elementary  schools  and  one  high  school;  the  large- 
farm  coiwuunity  has  but  a  single  elementary  school, 

(10)  The  small-farm  ooemunity  is  provided  with  three  parks 
for  recreation;  the  large-farm  oommunity  has  a  single 
playground,  loaned  by  a  corporation, 

(11)  The  smali^f  arm  town  has  more  than  twice  the  number  of 
organizations  for  civic  impro^i^ment^and  social  recre- 
ation than  its  larger-farm  counterpart, 

(12)  Provision  for  public  recreation  centers i  Boy  Sout 
troope,  and  similar  faculties  for  enriching  the  lives ^ 
of  the  inhabitants  is  proportioned  in  the  two  cosmu- 
nities  in  the  same  general  way>  favoring  the  small- 
farm  Gonmunlty, 

.  (13)   The  small-farm  ooswunity  supports  two  newspapers,  each 
With  many  times  the  news  space  carried  in  the  single 
paper  of  the  industrialized^f  arm  .community » 

(14)  Churches  bear  the  ratio  of  2  :  1  between  the  communities, 
with  the  greater  nuiii>er  of  churches  and  churchgoers  in 
the  small-farm  oommunity,  ' 

(15)  TacUities  for  making  decisions  on  community  welfare 
through  local  popular  elections  are  aviilable  to  peoplm 
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in  tht  jiiMill-ftzvi  oowmunity;  in  tbt  l«rgt*g«nii  coMnunity 
cuch  dtcisiont  «r«  in  tht  hands  of  officials  of  tht 
Qounfry.  '  • 

Tht  body  of  tht  rtport  prtstntt  in  dtttil  tht  stttistictl  infor* 
jMtion  rtgtrding  thtst  difftrtntials  just  sumntrlstd* 

Tht  body  of  tht  ttxt  had  also  to  ptrform  anothtr  taak«  Whilt 
tht  study  wM  built  on  tht  principlt  of  controlltd  oonparison  and 
.  tveryj  tf  f  ort  was  madt  to  avoid  tht  txisttnct  of  o'thtr  indtptndtnt 
difftrtntiating  factors  that  wight  account  for  thtst  varianotti  tht 
rtal  vorld  dots  not  providt  a  ptrfto^  natural  laboratory  ^nd  it  vms 
ntctssary  to  txmint  othtr  pottntial  factors.    It  was»  for  instanoty 
vary  Ixiportant  to  diabovtr  that  tht  tconosiic  bast  of  tht  two  coswuni* 
tits  was  virtually  idtntical  (thsrt  was  about  49^  difftrtnot  in  gross 
fazw  inconit).  Tht  Impovtrishtd  apptaranct  and  tht  Ijspovsrishtd  condi-* 
tion  of  tht  Arvin  rtsidtnts  ootild  hot,  thtrtfortt  b*  attributtd  to 
relative  tconomio  povtrtyaa  mtaaurtd  by  tht  objtctivt  crittria 
available  to  us*   This  recognition  of  tht  tconosiic  bast  is  a  very 
significant  f lnding»  for  if  yoti  had  visittd  Krvln  and  Dinuba  at  tht 
time^  you  would  ctrtainly  have  thought  that  Arvin  was  in  a  virtual 
economic  Appalachla  rather  than  a  town  in  the  richest  fertile  valley 
of^our  country,   X  vant  also  to  emphasixe  a)X)ther  point  here;  nasitly, 
that  this  eoonoMio  infonation  was  developed  by  econoiiists»  not  by 
me»    It  was  therefore  not  «[ffe^ed  by  any  blaSi  oonacioua  or  uncon* 
scious  that  X  might  havs  had»  and  which  X  was" accused 'of  having  been 
guilty  of • 

We  had  also  to  exasiine  the  implications  of  the  fact  that  Arvin 
was  a  much  younger  town  than  Dinuba  and , that  it  might  be  argued  that 
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th«  facilititi  that  char«cttrlz«d  Qlnuba  h«d  simply  not  y«t  l>t«n 

4 

dtvtlpptd  In  th«  youngtr  town.    Fortunattly,  m  mv  «blt  to  d«v«lop 
datt«  on  th€  history  and  growth  of  popuiatloni  using-  sudh  rt««onibl« 
»tisur«s  as  tha  daily  cvaragt  a^tndance  In  sdK>olj.   Wi  found  that 
when  wt  shiftad  tha  ti«a  date  twenty  years>  the  growth  pattarns  of  the 
two  towns  followed  a  closely  parallel  curve.   We  thus  could  show  that 
many  of  the  facilities  which  had  appeared  in  Dinuba  quite  early  on 
that  growth  curve  did  not  appear  in  Arvin  un^il  much  later  and  in 
many  instances  had  not,  at  the  time,  appeared  there  at  all  (this 
information  la  set  forth  on  figure  20,  page  99h    We  also  oould  make 
comparisons  between  Arvlii  and  other  towns  (including  Wasco  i  the  sub** 
ject  of  my  earlier  «8tudy)  to  show  similar  differentials  and  to 
demonstrate  that  the  differential  between  the  two  coirmunities  could 
not  simply  be  attributed  to  the  age  of  thf  two  towns.    I  find  it 
remarkable  that  after  the  study  was  publishadi  its  critics  kept 
reiterating  this  hypothesis  that  Arvin  was  merely  a  younger  town., 
completely  overlooking  the  fact  that  I  had  effectively  «ad«  this  a  > 
meaningless  argument  by  the  data  in  the  report.   Thus,  for  instanc6| 
the  late  Senator  Sheridan  Downey »  in  a  privately  published  polemical 
book  dealing  with  the  Central  Valley  ftroject  Acalled  They  Would  JRule 
The  Valley,  bases  his  critique  largely  on  thisyssumption. 

I  should  say  that  we  were  never  satis fiedv^dth  the  idea  of 
making  a  comparison  of  two  towns  only,  but  had  from  th^sQutset  planned 
A  second-phase,  of  the  study.    We  were  prevented  from  doing  this. 
The  story  of       we  were  so  prie vented  is  perhaps  more  n^Waling  of 
the  problems  derived  from  large-scale  operations  than  would  have 
be«n  the  research  itself,  and  I  must  therefore  review  these"  events 
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briefly*  But  fixnt  X  will  dttcrlb*  Vfhat  tbt  second-phMt  of  our  study 
was  to  h«v»  bfttn  likt  .  >^ 

Using  tht  dif f •rtntialt  bttwMit  Arvin  and  Dinub«,  wt  intended 
to  davtlop  tofMthing  lik*  nn  indfX  of  ooiinunity  <iu«lity.   This  imkx 
(or  th«  several  itsia  analysad  stparataly)  would  hm  based  upon  the 
sal'ient  differences  found  between  Arvin  and  Dinuba,  but  consisting 
of  items  that  could  readily  be  obtained  either  from  published 
sources,  by  direct  inquiry^,  or  by  direct  observation.   We  had  in  mind 
such  things  as:    The  number  of  churches^  civic  organixatlons  and 
extra-curricular  school  clUbs  such  as  Boy  Scouts;  acreage  in  public 
parla;  number  and  kind  of  retail  outlets  locally  available  $  the 
existence  of  such  institutions  of  democratic  concern  as  a  town 
council;  the  existence  of  such  important  local  enterprises  as  newa-^ 
papers  and  banka;  the  number  of  teadmrs  residing  in  the  ooewunity 
ana  their  average  length  of  tenure.    In  short,  this  index  would  have 
consisted  of  those  elements  that  are  the  external  expressions  of  the 
qualities  of  good  rural  cOMiiunity«   Onoe  we  formulated  such  an  index^ 
it  would  be  possible  to  plot  the  values  obtained  against  the  fam 
size  of  each  of  the  25  communities  in  the  San  Joaquin  Valley,  as 
listed  on  Table  1  of  the  study.   Thus  we  ml^ht  have  created  a  scale 
representing  the  summation  of  these  elements  so  that  a  high  score 
placed  a  town  at  the  Dinuba  end  and  a  low  score  at  the  Arvin  end, 
and  sJtown  that  this  diversity  correlated  negatively  with  sixe  of 
farm.   Or,  we  might  have  discovered  a  Xind  of  cutroff  point— irtwn 
farm  site  exceeds  a  certain  level,  all  or  most,  of  these  items  dis** 
appear  from  the  local  scene.   We  doniSH|now  because,  as  X  have  eaid^^ 
X  was  not  allowed  to  engage  in  this  phase  of  the  Work.   But  you  can 
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ra«dily  t«ft  that  this  would  havt  bc#n  «  powerful  tool  for  the  study  of 
th«  ralationshipt  that  I|  mm  •  public  strvant^  had  baan  aiktd  to 
axamina.    It  would,  incidantally^  hava  had  anothar  affact;  da-a«phasis 
*  ,      of  attantlon  tVtha  two  towna  aa  auch.    (I  have  always  fait  that  it 
was  a  matter  of  soma  unfairness  that  so  much  emphasis  was  placed  upon 

m  the  town  1)1  an  individual  social^antityj  I  certainly  had  lyither  the 

desire  nor  the  intent  to  cast  aspersioni  upon  the  citizenry  of  a     ^  ^ 
cofMKunlty»)  ^  / 

I  was  ordered  by  my  Bureaa  chief  in  Washington  not  to  under- 
take the  cecond-phaie  of  the  study.    He  did  lo  in  response  to  a  build- 
up of  pressure  from  politically  powerful  circles.   These  same  sources 
of  influence  would  have>  as  a  matter  of.  fact>  prevented* the  publication 
of  the  report  itseli(»  had  it  not  been  for  the  existence  of  this  impor- 
tant Committee  and  the ^fc^ons  of  the  late  Senator  Murray  of  Montana, 
I  was  toldy  Mr,  Senator  and  gentlemen>  that  the  off icial> manuscript 
of  the  study  was  literally  in  the  file  drawir  of  the  desk  occupied 
by  Clinton  Andersonj  then<4jhe  Secretary  of  Agriculture,  and  that  it 
was  released  t6  Senator  Murray  only  upon  his  agreement  that  there 
would  be  no  mention  anywhere  in  the  published  report  of  the  Department 
of  Agriculture.    It  was  in  response  to  this  directive  that  I  forewent 

^  those  appropriate  and  traditional  acknowledgements  to  the  many 

^  colleagues  and  coworkari  vho  had  mada  t^it  .study  posslbla  and  suc- 
cessful.   (I  hope  that  soMe  of  these  may  read  this  testimony  and 
accept  this  belated  explanation  for  my  apparent  overalghti  along 
with  my  aix)l09lea») 

I  could  ragala  this  CosMlttee  beyond  Its  endurance  with  stories 
about  thla  public  pressure'-*' as  for  instanoe  our  small  research  team 
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(myself  and  two  tnuiieratori,  ont  of  who«  wm      wlf«)  lltttning  to 
ourstliMi  b«lng  vilif  l«d  on  th«  radio  tmch  noon,  mi  wt  mtt  ouX)  lunch 
in  Oinub«*i  pltuant  littlt  park,  by  tht  newscaster  sponsored  by  th«^ 
Asaocisted  Fannsrs  of  California,   this  rtgular  enttrtainssnt  was 
brought  to  a  clost  only  afttr  I  took  advantage  of  an  equal  time  pro- 
vision  and  answered  his  charges  on  radio  tim  paid  for  by  the  Asso- 
ciated Famers  t^hemselves.   The  columnist,  Sokolskyji  devoted  a 
colujnn  to  us  at  liast  once,  the  coenlentator  Fulton  Uwjls,  ar,,  de- 
voted a  half-hour  broadcast  to  us,  while  the  urban  presses  of  Can 
Francisco  and  Los  Angeles  (hardly  disinterested  parties  to  the 
issue  themselves)  made  repeated  attacks  and  the  conservative  agri- 
culture press  carried  on  a  constant  barrage  of  complaint  about  what 
they  called  our  "dirty  rug  questionnaire."   This  was  the  visible 
part  of  the  pressure.  / 

You  do  not  have  to  take  my  word  for  this.   Twenty  years  after 
the  study  was  made,  Richard  8.  Xirkendall,  an  agricultural  historian, 
gave  the  incident  a  full,  heavily  footnoted  treatment,  which  sets 
forth  rather  fully  the  efforts  to  discredit  the  work— though  I 
must  say  I  find  the  article  over- researched  and' the  problems  involved 
undor-comprehended,    Xirkendall* s  article  should  be  placed  in  the 
record,  and  I  submit  it  for  inclusion  in  the  published  Hearings. 
It  io  entitled,  "Social  Science  in  The  Central  Valley  of  California;  , 
an  Episode"  and  published  in  The  California  Historical  Society 
Quarterly  in  1964, 

Wh^lo  Xirkendall  has  shown  some  of  the  lengths  to  which  the 
opponents  of  the  acreage  limitation  law  went  in  their  efforts  to 
discredit  the  study,  he  does  not  tell  the  fuU  story,  despite  his 
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txotsf  ivi  use  of  rtftr«nc«f  •   Ht  takes  no  note  of  the  fact  that  X  was 
not  penmitted  to  carry  out  the  sebond  phaae  of  the  atudyi  though 
there  must  certainly  have  been  something  in  the  record  on  that  too* 
He  notes  that  Z  do  hot  reference  the  Departnient  of  Agriculture »  or 
any  of  my  collaborators  in  the  study,  but  he  is  unawarn  as  to  v^, 
Here#  perhaps,  there  was  no  %#ritten  evidence.   Actually,  Kirtondall 
does  not  seem  fully  aware  of  the  issues,  for  he  writes  as  if  he  thinks 
of  the  Dinuba  farms  as  marginal  operations,  which  was  by  no  means  the 
case*   But  my  most  Important  criticism  is  that,  by  trying  to  remain 
above  the  issues  and  deal  with  the  matter  in  an  unpartisan  way,  and 
chiding  me  for  my  '^eagerness**  and  >^passion,f*  to  use  his  words,  in 
presinting  the  case,  he  does  not  seem  to  appreciate  the  moral  issues 
of  censorship  itself— arid  censorship  it  was.   He  quotes  some  of  the 
BAE  personnel  in  saying  that  X  had  disregarded  contrary  evidence,  but 
he  does  not  say  vihst  contrary  evidence— for  the  fact  of  the  matter 
is  thAt  none. was  ever  brought  forward.    He  also  reiterates  the 
argument  that  Arvln  was  a  younger  cbuMunity  and  does  not  acknowledge 
that  the  report  shows  that  this  argument  simply  does  not  hold*  There 
was  passion  in  my  response  to  the  actions  to  suppress  the  Arvin-Dlnuba 
findings,  but  thii  was  not  the  passion  to  propagandise  as  he  Implies, 
but  rather  it  was  the  passionate  belief  In  the  right  to  make  the 
investigation  and  th^  right  to  report  its  results*    Xt  was  a  senti- 
ment that  led  me  to  believe-^perhaps  idealistically— that  if  the  BAfi 
could  not  execute  and  publish  such  researchi  than  its  demise  wouXd 
be  no  tragedy*    It  was  this  sentimsnt  which  was  largely  responsible 
for  my  leaving  governmental  research. for  University  teaching,  at  do 
small  financial  sacrifice. 
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X  »l#ht  «dd  th«t,  $M  «  icholw  from  another  dUolpllnt,  I  mi 
btMUMd  by  the  f «ct  th«t  XlrkemUXl  was  so  InvolviKl  with  the  tradition 
of  hie  creft  of    hietorieni  that  he  purpoiely  limited  hlMeelf  to  the 
written  docunNintation,  making  no  effortirf  to  contac±  me  or  thoee  col- 
leagues who  might  have  helped  him  to  avoiA  hi«  many  mifoonceptiona, 
m  my  mind  I  have  written  a  reaponie  to  him  with  eome  euch  title  aa» 
**Social  Science  in  The  Central  Valley;  Reiponie  from  one  Prematurely 
Interred  in  Hit  Grave."  / 

Though  ]Cirl<endall  mil  interpret!  me  and  misrepreienti  my 
act  ions »  he  does  document  the  fact  that  the  BAE  vascilated  and 
temporised  in  the  handling^of  the  affair •   As  you  know*  tha' agency 
suffered  a  massive  curtailment  of  its  activities  at  the  hands  of 
Congress  and  ultimately  has  eliminated  its  sociologically-oriented 
research  programs  entirely. 

There  ww  on«  effort  made. to  answer  the  Arvln-Dinuba  study. 
This  is  a  report  entitled,  «The  Arvin  Area  of  Kern  Countyj  an 
Economic  Survey  of  the  Southeastern  San  Joaquin  Valley  in  Kelation 
to  Und  Use  and  the  Size  and  Distribution  of  Income.**  The  study  by 
two  economists,  Cecil  b.  Dunn  and  Philip  Ifleff ,  was  according  to  the 
mimeographed  copy  in  sty  files,  **Prepared  for  the  Board  of  Supervisors 
of  Kern  County  and  the  Water  Aesouroes  Committee  of  the  Kern  County 
Chamber  of  Coemeroe.^   The  report  fails  to  face  any  of  the  issues 
'really  raised  by  the  Arvln-Dinuba  study,  but  rather  discusses  in 
detail  the  nature  of  economic  expenditures  in  Arvln  as  compared  with 
other  areas  of  Kern  County. 

From  the  standpoint  of  the  Kern  County  Chairt>er  of  Commerce, 
apparently,  the  aspect  of  my  research  which  really  hurt -was  the 
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•vidtnot  of  curtalltd  retail  trade  and  the  conttquent  dixilnutipn  of 
csoiiinerlcal  opportunities— not  the  absence  of  social  amenities  or 
democratic  institutions.   Thus  the  Keff-Dunn  stud9  tried  to  show 
that  trade  vts  as  great,  but  took  place  In  Bakersf  leld  and  other 
urban  centers.   Thus  efforts  to  suppressi  to  refute i  to  discredit 
and  to  defame  the  study  (and  occasionally  myself  and  some  of  my 
associates)  came  to  nought.    Ndbody  pointed  to  inaccuracies  in  the 
data/  to  failures  of  analysisi  or  to  the  evidence  that  I  was  said 
to  disregard.   The  study  has  entered  into  the  documentation  on 
rural  life  as  well  as  with  the  discourse  on  farm  policy.    It  was 
m^de  the  subject  of  a  Public  Affairs  Pamphlet  by  Carey  McWllliams 
and  was  extensively  used  in  the  posthumous  book  of  the  late  Senator 
Estes  Kefauver. 

hs  a  scholar  and  scientist »  X  take  particular  pride  in  the 
fact  that  it  was  not  only  favorably  reviewed  in  the  academic  journals  i 
but  was  extensively  quoted  in  several  of  the  leading  textbooks  that 
cant  out  shortly  afterwards,  including:    (1)   OFessie  Bernardi  American 
Cowwtunitv  Behavior.    Dryden,  Hew  York,  1949,  pp.  28-9  (2)  Lowry 

Rural  Sociology,  American  Book  Co.,  1948,  pp.  220-21,  2'>4j' 
?76.  Gocond  edition,  pp»  274-276.    (3)   Charles  P.  U>omis  and  J, 
Allan  Becgle,  Rural  Social  System.    1950,  pp.  301-3. 

Clearly  the  efforts  to  suppress,  discredit,  and  answer  the 
study  were  inspired  and  fostered  by  those  who  did  not  want  these  data 
known.    I  believe  that  similar  efforts  will  be  made  in  respect  to  any 
en^vor  to  replicate  the  study,  in  California  or  elsewhere.    It  is 
for  this  reason  that  it  is  of  the  greatest  importanosi  not  only  that 
the  study  be  updated,  expanded,  -and  brought  to  bear  on  areas  such 
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«»  you*  own  Statt  of  Wliconiln  and  elitwhtr«  In  tht  farming  htartland, 
but  that  it  b«  dona  with  tha  aponiorahip  and  support'  of  thla  vital 
Coiwiittac  of  tha  Wnitad  Statai  Sanatt*  ^ 

I  hava  ili^^aad.the  fact  that  in  tha*  proiacution  of  the 
rastoarch  wa  wara  guidad  by  tha  bait  principle!  of  aciantlf  ic  inveati- 
gation.   Thla  Mtart*  flrat,  that  wa  utilixad  what  has  lubiaquantly 
come  to  b«  caUad  ^controlled  coaipariaon,»»  bringing  into  field  studiai 
the  cloieit  practicable  equivalent  to  laboratory  procedural*  It 
meant  also  that  we  were  guided  by  principles  of  objectivity  in  all 
matters.    Such  objectivity  was  expressed  in  our  careful  sMple 
selection,  in  our  statistical  procedures  and  perhapa  most  drama- 
tically in  the  source  of  much  of  our  data>  which  was  independently 
supplied  by  other  investigators.   There  are  two  other  elements  in 
this  research  that  must  b^  given  d^e  emphasis,  ^ 

The  first  of  theee  is  that  the  differences  we  found  between 
the  two  communities  relate  back  to  basic  theoretical,  considerations 
in  the  science  of  sociology?  particularly  as  formulated  in  theories 
of  urbanitation.    I  do  not  want  to  carry  you  toirdeep  into  these 
thf oretical  waters,  but  let  me  jwirtt  up  the  fact  that  urban  social 
systems  are  characterized  by  heterogeneity  i^ather  than  h6mog«*eity,  by 
differentials  of  status  and  power,  by  depersonalization  of  social 
interactions  and  by  social  isolation  and  allenation.^^my  Wasco 
study,  as  I  have  already  pointed  out,  1  showed  that  the  indus- 
trialisation of  faxwlng  had  the  effect  of  urbanising  this  rural 
odmmwnity— henc#  its  title,  As  Jtou  Sow,   Of  course  industrialization 
is  not  simply  all-or^pone,  and  the  Arvin-Oinuba  comparison  carried 
this  i^nalysis  further,  for  it  showed  that  as  corporate  operations 


3323 


17 


increased y  these  urbanizing  effects  are  exacerbated >  while  with 
lessened  industrialization  of  product ion>  such  influences  are 
ameliorated.   There  is  nothing  mysterious  or  esoteric  about  this 
relationship.^  The.  crucial  factor  is  that  with  increased  Industrie 
.  alfisatiOn  the- population  consists  of  dependent  wage  labor  rather  > 
than  economically  independent  entrepreneurs.    These  workers  are  not . 
merely  impoverished  and  dependent ,  they  lack  the  essential  power 
to  formulate  conanun it  ies  of  the  kind  w6  know  in  our  farmingt  areai. 
Increase  th6  corporate*bperated  farming  and  you  increase  the  pro- 
portion  of  such  laborers,    i  think  that  it  is  important  to  recognize 
that  this  research  relates*  to  basic  sociological  theory. 

My  second  point  has  to  do  with  the  matter  of  ^values.  .There  ^ 
is  great  confusion  about  the  relationship  betyeen  Science  and  valpes.. 
It  is  generally  recognized  that  the  reality  (SQ^lues  is  not         *  ' 
amenfable  to  scientific,  proof This  is  clearly  the  case^  for  values 
are  sentiments  we  hold  and  share.    It  is  also  said  that  science  is 
value-f reel  by  which  it  L  properly ^meant  that  the  Scientist  must  ^ 
set  aside  his  own  values  in  examinincpthe  reality  of^  cause  and  effect* 
^-  But  these  two  points  have  led^some  to  assert  that  science  cannot  deal 
with  values  at  all.    This  is  manifestly  false,    for  values  regularly 
enter  into  scientific  study.    For  example,  the  President's  current 
all-out  effort  to  analyze  the  causes  of  cancer  operates  on  tKe 
assumption  that  cancer  is  bad  and^  that  therefore  a  cure  for  cancer 
Is  good.    These  are  values  that  all  of  us  aocept.    Again,  v^n  an 
economist  analyzes  the  profitability  of  an  enti^rprise,  he.  takes  for 
granted  that  it  is  good  to  make  a  profit.    Nothing  the  |p'i«ntist:  does^ 
va4.idates  the  assumption  that  cancer  is  bad  and  profits  are  good;  ' 
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what  th*  scientist,  does  is  to  4el:etmine  the  causes  and  condition^  ' 

uiiider  i^ich  good  or  evil  will  pri^vall^^  '  ■ 

The  same  approach  characterizes  the  Arvin-Dinuba  studj/.    It  . 

did  not  prove  that  <3emocratic,  egalitarian  communities  with  high  level? 

rof  socjlal  participation  and  stability  of  population  aSe  good*  This 

is  a  value  that,  we  share;  it  is  a  matter  of  commitment  or  faith,  if 

you  wish.    What  my  research  did  was  to  assume  the  values  to  be  r^al 

and  to  demonstrate  the  conditions  in  which  they  flourish  or  languish, 

Most*  social  scientists  have  shied  away  from  anything  involved  with  : 

values.   They  apparently  fear  tbat  to  do  otherwise  would  breach  the 

canons  of  science^  which  must  remain  value^^neutral^    It  is  a  bon-^ ' 

fusion  I  (fcplow„vand  Ut  is  one  that  has  led,  I  think,  to  the  dullness 

•and  Irrelevance  of  much  oif  sociological  research.    They  forget  that 

most  sciehco  takes  basic  values  for  granted.    In  the  ArvinrD^nuba 

Study  we  were  e}^amii?ing  the  conditions  -  that  .j^upport  or  desttQy    ^  -  ' 

'  ■  ■  '      "    „  '  " 

these  traditional  values.    It  was  then  merely  a  matter  of  .asking  ;the 

right  questions  and  following  the  basic  tenets  of  scientific  study  to 

test  thi^  basic  question  against  the  realities  as  they  existed. 

This  matter  of  asking  the  right  questions  makes  me  want  to 

digx^ss  a  moment  and  consider  a  related  problem;  namely,  th^  mopt 

question  of  ^he  so-called  economies  of  scale.    One  of  the  pi^pbiems 

of  the  Central"  Valley  Project  Study  c^jse^rned  the  economic  J^?ts  of 
*       ■  -     t>  ■  *       ■  - 

farm  size  and  Dr.  J,  Xarl'Ue,  then  a  colleague  of  mine^  analyzed  the 

prpblem.  in  the  Central  Valley.  -That  study  is  not  so  definitive  as 

liquid  have  liked,  but  it  does  tell  us  something  about  the  economies 

tpf  scale,  and  what  it  tells  as  Is  most  important.   The  advantages  by 

no  means  lie  so  cil^rly  witsh  the^large  enterprise.    It  is  important 

to  ask  the  right  questions »  oLet  me  explain » 


3325 


19 


To  eoonomiz*  mtan*  to  maxiniz*  returns  from  a  limtLted  itt  of  resources. 

Because  the  econoiAlft  1*  habituated  to  think  in  termt  of  morteyi  he 

translates  thia  statement  to  Mean  the  obtaining  of  the  greatest?  d9nar 

return  for  the  dollar  invested".    But  there  are  other  things  to  econd* 

mize  than  money;  .there  are  other  Investments,  '  I  do  riot  mean  simply 

that  large-scale  operations  are  often  advantaged  by  such  mattezw^  as 

rebates  or  discounts  on  purchases  >  or  by  tax  advantages  i  or  by  the 

l<nowledge  and  ability  to  take  advantage  of  certain  governmental 

largesse— though  these  are  certainly  factors  In  the  prof itabtlity>  of 

laz^e  farms,    I  m6an  that  we  mutt  ask  the  question  as  to'wh^mr  the 

returns  of  food  and  other  farm  products  permit  of  land  la  maximized  „ 

In  large  farms  or  on  family  farms;  vMther  the  energy  of  Input  is 

maximized;  whether  the  returns  of  agricultural  products  per  Input  of 

labor  is  greater  In  one  than  the  other,    fn^ther  words »  are  we 

economising  use  of  lend;  are  we  economizing  the  use  of  labor;  ar^  we  ' 

economizing  the  use  of  nonhuman  energy  input?    It  IS  In  this  cont«^xt^ 

that  X  want  to  quote  from  the  conclusions  of  the  report,  ^y  Dr,  Lee: 

The  l^rge  and  medium*large  farms  have  a  sllglht  adVantage 
*  -  ^  '  '         ;-■    *    '     "  ■ 

over  the  medium-size  farms  In  output  per  unitvof  capital 

employed.    But  judging  ^irom  past  ^erformandte  the  mtdium-  \ 

size  summer-field-crop  and  dairy  farms  and  the  medium tlarge  ^ 

fruit  farms  have  the' advantage  <¥^r  othe>»-^ize  groups     .  :  p 

*t studies  in  maximizing  work  opportunity/ agriciiltiMrai  prvd* 

ductlon»  and  the  potential  tradei  or  in  maximizlri^  Income 

for  the  maximum  number  of 'people  directly "^deperident  jipon  ^■ 

agriculture  for  their  livelihood. 
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Thm  probltm  of  the  economies  of  scale  la  «n  ixportant  Issue^ 
.1  think  you  will  find  there  «re  real  end  lAportent  questions  with 
respect  to  them  thet  deserve  your  attention*   Certainly  there  are 
those  vit>o  will  say^    should  you  follow  a  program  of  supporting  a 
study  on  the  social  effects  of  corporation  farming  that  «ye«i*all 
of  this  la  true,  but  we  must  learn  to  li«e  with  the  Inevitable."  * 
I  think  that  the  large-scale  farming  i»  more  profitable.  In  the 
purely  dollars  and  cents  meaning  of  that  term,  than  Is  the  family- 
slsed  farm,  for  I  do  not  believe  that  the  growth  of  agribusiness 
would  have  taken  place  If  thle  were  not  the  case.    But  I  belle vm 
that  this  is  a  profitableness  that  derives  from  extraneous  factors 
and  Is  not  a  product  of  more   efficient  use  of  land,  labor,  or  anergy 
resources.    And  theise,  X  believe  you  will  agree,  are  the  resources 
that  Increasingly  we  need  to  economize  on» 

Let  me  return  to  the  social  consequences  of  the  Incursion  of 
.  agribusiness  Into  the  rural  landi^cape  by  reiterating  the  hope  that  .  ' 

you  will  find  the  means  to  reexamine  this  problem  along  the  lines  of 
my  earlier  study.    As  your  Committee  is  fully  aware,  the  number  of 
family-sized  farms  is  rapidly  dwindling  throughout  tha  United  States 
and  this  change  is  taking  place  as  a  result  of  the  Incursion  of 
large-scale  corporations  Into  the  business  of  producing  food  wnf 
fiber.    I  am  convinced  that  this  development  has  been  largely  a- 
product  of  policies  of  the  United  States  Government— particularly  ^ 
policies  with  respect  to  agricultural  support  and  with  respect  to  r 
farm  labor.  .Even  If  It  is  a  product      "natural"  causes,  this  does 
not  mean  either  that  It  Is  inevitable  or  that  It  la;progre8slve. 
If,  as  my  earlier  investigation  indicated  for  California,  it  Is 
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d«l«t«riout  to  ooMcunity  llft^  thtn  otxtainly  «ft  should  know  this 

♦ 

fact  and  undtrtaki  tha  fomulation  of  policlat  which  will  stop  tha 
trand  that  has  baan  taking  plaoa*   It  is  i«portant  to  datarmina 
whathar,  in  fact,  thasa  dalttariouii  af facts  ara  racurrant* 

Whila  I  think  that  wy  study  can  sarva  as  a  wTdal  for  such 
invastigationa,  I  am  not  si»jgasting  a  aara  rapllcation  of  it.  Thara 
ara  cartainly  diffaranoas  in  a  situation  whara  a  community  davalopad 
from  tha  outsat  in  corporata  farm  operations  (as  was  tha  casa  in 
Arvin)  f rem  onr  which  was  slowly  transformad  from  small-faxm  produc- 
tivity  to  agrlbuslnass  domination  (as  is  tha  casa  in  our  Hid-Wtst 
haartland).  Such  diffaranoas  will  hava  to  ba  takan  into  account 
in  undartaking  a  ra-study, 

I  am  sura  thara  ara  othar  local  factors  that  hava  to  ba  takan 
into  account  9  but  thosa  who,  hava  workad  in  tha  Hlddlawast  and  South 
ara^  in  a  battar  position  than  I  to  datarmlna  this*   Thara  also  hava 
baan  Improvamants  in  tha  tachnology  of  rasaarch,  and  I  am  cartain 
that  tha  modarn  <aociologist  would  ba  abis  to  da  visa  a  battar 
quest ionnaira  than  tha  ona  I  formulatad  in  1944.    But  thasa  afa 
dataila;  tha  basic  'idaa  of  making  a  comparison   of  two  towns  within 
the  context  of  similar  aoonomio  and  productive  procas*as»  differing 
only  in  the  scale  of  operation  is  a  sound  method*   The  second-phase i 
i^ioh  I  so  regrettably  was  unabli  to  prosecute »  is  also  ona  that  should 
most  emphatically  be  pursuad. 

I  do  not  think  tha  cost  of  such  a  study  would  be  very  great. 
In  terma  of  that  maaiure  of  resiaroh  coats  that  I  often  use «  tht  cost 
of  a  moon  shot,  it  would  be  vety  small;  I  would  say  it  i#ould  cost 
no  more  than  a  tenth  and  perhapa  as  little  as  A  hundredth  of  one 
moon  shot. 
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^  let;  will  wnt  tht  Golltboratipn  of  •oonomlstt  aixi  tociologlttt 
^  tov  9cm  fif  tht  d«t:*  xiust  h%  obtalntd  by  tpicitllttt  In  •ach  fl«ld. 
i  will  hi  happy  to  4i>cuff  furthtr  any  dttails  of  tha  raaaarch  program 
as  wa  protacutad  it  in  California  and  m  praparad  to  ba  of  such 
halp  to  tha  study  si)K>up  as  aHy  ba  daslrad,  within  tha  lijRits  imposad 
by  tha  coMsitmants  and  obligatiqns  that  I  must  honor. 

I  $m  cartain.  of  ona  thd^ng,  that  tha  prosacution  of  such 
raaaarch  will  ba  banafittad  not  only  by  fiscal  support  from  this 
CoiMittaai  but  by  tha  noral  and,  should  I  «ay»  political  support  trhis 
Conmittaa  can  giv,  and  I  think  that  such  rasaarch»  carriad  out  with 
tha  rjgor  of  sciantific  Invastlyation  4nd  tha  canorts  df  scholarly 
work,^  will  sarva  as  a  powarful  tool  to  halp  us  "to  cultivata,"  if 
I  may  borrow  your  words^  Sanator  Nalson,  *tnot  just  food  and  fibar 
but  a  good  cultura  and  a  hupppy*  haalthy  populaca.** 


5  s 
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Ky  coMMnti  will  b«  dlj|^t«d  toward  tM  probltm  of  th«  rcUtlonihlp 
b«tvMn  l«rg«-ic«lc  and  corporata  flraia  in  agrlcultura  and  tha  rural 
coanunlty  including  tha  paraoni  aaployid  In  agrlcultura  •    Thaaa  coMMnta. 
ara  baaad  largaly  upon  a  itudy  of  corporatloai  angagad  In  agrlcultura  In 
Wlaconaln  in  1968. 

'  "  -  '  ''^  .■ 

In  ordar  to  placa  wy  raitarki  in  parapactlva,  I  ihould  flrit  lika  to  • 

dlacuaa  aoiia  of  tha  coniidarationi  ralatlpg  to  tha  ganaraX  problaw  of 

larga-acala  corporata  farming  and  tha  rural  comnunity*    liy  tha  rural 

coMMunity*  X  Includa  tha  paopla  who  maka  tbalr  living  working  in  agrlcultura 

aa  aanagari  or  ai^workarat  thoaa  who  buy  fro*  and  tail  to  thaia  parioni 

and  thoia  who  provida  tha  larvicai  raqulrad  of  tha  paopla  connactad  with 

agricultural  production*  procaaiing  and  warkating*   Tha  rural  coMMmlty 

coniiiti  of  all  thoia  paopla  and  fimia  connactad  with  agricultural  producti 

baf ora  thay  raach  tha  urban  Mx4cat « 
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It  It  Iwportant  to  Milntaln  a  lavaX  of  living  and  quality  of  lift 
for  tha  paopla  In  rural  araag  conalatant  vlth  that  for  tha  nation  aa  » 
whola  and  conalatant  with  tha  contribution  mada  to  tha  aoclaty  by  th* 
paopla  In  Mfliaraaa.    It  la  bacauaa  tha  rural  araaa  of  thla  nation  hava. 


graat  difficulty  in  Maintaining  thalr  atandarda  of  living  and  of  aarvlcaa . 
in  tha  f aca  of  a  dadlning  fariR  population  that  va  hava  raaaon  for  apacial 
concam,   Tha  corporata  antarpriaa  which  antara  a  rural  araa  raplacing 
amallar  ownar-oparatora  with  hirad  Mnagara  and  vorkara  who  buy  and  »all 
outaida  of  tha  co*wiunity  adda  to  an  alraady  aarioua  problam  in  many 
cowimnitiaa, 

Go«a  of  thaaa  p)roblama  ptrtain  to  tha  tanporary  adjuat»a?it  of  tha 
paraona  dlsplacad  aa  farMa  ara  aold*   Jlut»  tha  mora  aarioua  problam  la 
in  part  an  acological  ona  and  that  la  how  to  provlda  adaqunta  aarvlcaa 
to  fawar  paopla  in  rural  araaa  without  incrtaalng  graat ly  tha  tima  and 
cost  of  providlniju  than,    tnprovad  roada  and  tiOMtunicationa  hava  incraaaad 
tha  diatanca  to  which  rural  paopla  can  go  for  trading  and  for  liarvlcaa. 
Consolidatad  schools  fnd  buaaa  hava  put  rural  childran  into  Ii^rgar 
schoola.    But,  whan  ths  numbar  of  paopla  who  buy  and  sail  and  who  usa  local 
sarvicaa  dacraaaaa  baeauaa  aoma  carry  on  thalr  transactions  outaida  tha 
locality  iiriHlHHMMlHlHHHIHMMMilMnMHnSinVPMHHlMHMi 
Wmtt^KUft  it  placaa  a  doubla  burdan  upon  thoaa  who  ramain*    In  affact, 
fawar  paopla  muat  maintain  tha  aarvlcaa  of  tha  coMMunity  with  tha  ctaaJM, 
of  tha  buainaaa  and  aupport  going  alaawhara. 

Tha  influanca  of  tha  abaantaa  owna^  waa  pointed  out  by  Profasaor 
Goldachmidt  in  hla  study  of  Arvin  and  Dinuba.    About  two-thlrda  of  tha  land 
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owntrs  In  Arvln»  the  largt-icalt  flMipcoiiMiunlty»  livid  outild«  the 
coinmunlty  while  thli  wii  tru«  for  Icii  th«n  on«-thlrd  of  th»  land  ownirs  ' 
in  Dlt¥uba«  th«  fanily-farw  coHWunlty  (GoVlichMidt»  1946),    This  la  oni  of 
tha  most  dlatlnctlva  dlffirancia  batwian  thi  two  cownunltlaa ,    Thla  tanda 
to  craata  a  kind  of  "vlcloua  cycla."   Tha  »or«  waalthy  who  llva  outalda 
and  who  do  thalr  buainaaa  outalda  m  cowmmity*  tha  poorar  tha  aarvlcaa 
bacoma;  and.  tha  poorar  tha  aarvleaa  bacowa,  tha  fawar  tha  p«opla  who 
want  to  live  In  tha  comminlty  If  thay  can  llva  or  do  their  buainaaa 
iMflfl^^^BMB    So,  tha  affect  of  tha  ahlft  of  raaourcea  outalda' a 
coMRunlty  tends  to  aat  forcea  In  proceaa  which  are  accentuated  over  time  . 
unlaaa  thera  are  counter  forcea  oparmtlns^ 

Thla  la  part  of  a  mora  general  problem  of  how  to  prevent  cent  are  of 
population  and  wealth  from  exploit ln|^  tha  periphery  (Weintraubt  1971)* 
Thla  tanda  to  occur  In  tha  exchange  between  rural  and  urban  areae  but  hme 
b«an  offeat  In  part  by  varloua  pro|it»ama  for  the  benefit  of  farm  atyl  rural 
people.    But  I  ae  often  hippena,  eom«  programa  deelg^ed  to  benefit  the 
average  farmer  tume  out  to  benefit  thoae  who  already  have  that  moat  land 
or  other  resources  (Tweeten  and  Gchrelner»  1070).    Hore  etudy  la  neecled  of 
the  extent  and  nature  of  exchange  between  rural  and  urban  areas  and  how 
inequities  can  be  alleviated*    Thla  includaa  the  tranefer  of  wealth  from 
rural  to  urban  reei^denta  throufh  inheritance,  the  exchange  of  goode  snd 
the  migrstion  of  people  between  rural  and  urban  ai«aae  end  tha  education, 
skille  and  wealth  which  they  t^lca  with  them.    Information  la  needed  on 
the  factora  affecting  the  availability  and  the  coats  of  aervicee  in 
rural  areae  for  the  purpoee  of  developing  policy  WAlch  will  prevent 
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furthtr  ititqultitt  tMMAMlV  afftctad  by  tha  «xodus  of  p«opl«  and  ' 
tha  tranafar  of  waalth  and  buainaas  daalinfs  to  largaf  cantari* 

I  hava  daviatad  somawhat  from  tha  topic  of  tha  Impact  of  larga- 
acala  corporata  farming  but  It  appaara  to  na  that  wa  nuat  placa"  tha  problem 
in  the  parapactiva  of  what  ia  happaning  to  tha  ralationahip  batwaan  tha 
cantarsof  powat^  and  waalth  and  tha  widar  gaographical  araaa  upon  which 
thay  dapand.    Thia  ia  a  probZaM  within  urban  araaa  and  within  rural,  araaa 
as  wall  as  batwaan  rural  and  urban  araas. 

\         llow»  I  ahould  lika  to  ratum  to  aona  of  tha  findinga  of  our  atudy  of 

corporata  farming  in  Wiaconain  from  which  will  ba  alaboratad  in  mora  datail 

by  Profaaaor  Rodafald«    Our  purpoaa  waa  to  study  tha  charactariatics  of 

insorporatad  farma  and  of  the  raaidant  o^ars,  hXrad  ttanagara  and  hirad 

workars  on  thasa  farma.  "^ila  wa  did  not'incXuda  in  the  atudy  non'- 

incorporatfd  farma,  wa  did  maka  compariaona  with  data  from  a  croaa-aaction 

of  farma  in  Hisconsin  intarviawad  for  othar  purposaa*   -Tha  findinga  from 

our  study  ara  contained  in  two  raporta— ona  ofi  tha  chara(5tariatica  of 

tha  farms  by  Profaaaor  Rodaf aid  (1071)  and  ona  on  the  charactaristica  of 

the  parsons  managing  and  working  on  a  sample  of  these  farma  by  mya*lf  and 

Lirofessor  Rodefeld  (Wilkening  end  Kodefeld,  1971). 

*  '*  ■ 

In  our  study  we  identified  56 i  corporatlone  which  were  engaged  in  the 

prcilactlcn  of  agricuXtural  producte  iti..l968|^liminating  39  aod  farma, 

nurseries,  Christmas  tree  farr's,>^  et04,left  5'i9  which  produced  food  or 

fibre. ^From  thia  group  we  drew  a  sample  of  110  farma  on  which  we  inter- 
,  A' 

*     vi^wecl  the  principal  manager- in  charge  of  the  day-to-day  operations  and  from 

c 

.  one  to  tl^rcc  full-time  worKera  making  a  total  of,  70  worlcars  interviewed* 
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Top  purpotM  of  rtporting  tb«  r««uXt«>  h«  claitifiad  th%  fatiM  into 
thr««  gtoupt:    (1)  thota  on  which  th«  pwnar  or  onnart  lived  on  the  farm  and 
managed  the  day**to*day  operations  and  together  with  their  familiee  per- 
foriMd  most  of  the  vork  on  the  far^  (owner*operator  farme);  (2)  thoee  on 
which  the  owner  or  ownere  lived  on  the  farm  and  maniiged  the  day«*to*day 
operations  but  hired  moet  of  the  labor  towner^nanager  farms);  and  (3)  thoee 
on  which  the  owner  did  not  live  on  the  farm  and  hired  managere  in  charge 

r  . 

of  the  day-to-day  operatione  (hired-manager  farma}»    Tha  first  type*  the 
faidly  farm,  is  little  different  except  larger  in  eize  than  the  average 
non-incorporated  family  farm*    Of  those  interviewed »  34*6%  were  owner- 
operator  fannit  ii0,9%  owner-manager  farms  and  24*5%  of  the  hired-manager 
typ«* 

Becauae  of  the  relatively  few  large -ecala  incorporated  farms  and  thsir 
scattsred  distribution  ovsr  ths  stats,  it  was  not  possibls  to  determins 
dirsctly  thsir  impact  upon  rural  qommunitiss.    Such  studies  can  be  mads 
more  sffsctivsly  in  thoss  rsgions  of  ths  country  whsre  a  high  proportion 
of  ths  land  and  the  farms  are  of  that  type*  ^Wlth  eome  exceptione  the 
dairy-farming  areas  of  the  Upper  Hidwest  have  not  attracted,  many  large- 
scale  corporatione  to  date«  ^■■I^MMi^ii^flH^pVIMlWVpll^HI^HMM 
IHpn^^MtHlgjiMMi^i^VMliia^^^^MMr*    The  dairy  herd,  re- 
quiring daily  care  . and  labor  ie  etill  primarily  a  family  operation!  Only 
in  Central  Wieconsin  are  the  combinatione  of  land  valuee«  productivity, 
topography  and  other  conditione  euch  that  a  high  proportion  of  the  farots 
mip^ht  become  of  the  largs-scals  type* 
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Tb«  point  it  that  Ml  «r*  ikalins,with  a  ph«noMna«  tht  tfftcti  of 
which  «r«  difficult  to  obi«rv«  and  to  iiwaaur**    Thia  ia  in  contraat  to 
certain  araaa  of  tha  Waat  in  which  tha  pattarna  of  larga^-acala  corporata 
farma  ara  mora  parvaaiva*    It  ia  for  thia  raaaon  that  tha  focui  of  qur  ^ 
atudy  waa  upon  tha  individualf  and  tha  faaiiliai  involvad  in  corporate 

fariMi  rathar  than  upon  «ha  coMmtnltiaa*    Kowavar,  tha  raaulta  from  our.  ^ 

atud/  ahould  hava  iwplicationa  for  communitiaa*   To  tha  axtant  that  incoiiia> 

Xavala  of  livingt  work  pattarna,  aatisfaction  with  wox^,  bu/ing  and  aallinf,  , 

habita  and  aocial  participation  diffar  for  tha  diffarant  typas  of  farma 

and  for  tha  hirad  workara  «a  oppoaad  to  tha  ownara  and  managara  infarancaa 

can  ba  drawn  for  tha  coRwunitiaa  in  which  tha  farma  ara  locatad* 

(5^  '  -    .  •  ' 

1  will  raport  oa^a  faw  of  tha  findinga  of  our  atudy  partAining  to 
tha  charactariatica  of  tha  individuala  and  familiaa  on  tha  lit)  farma  in- 
cludad  in  tha  atudy «.  Rawanbar  that  our  atudy  included  only      farma  with 
abaantaa  ownara  and  hirad  managara  and  workara*  Wa  wara  not  abla  to  obtain 
intarviawa  with  tha  managara  and  workara  on  at  laast  two  larg«-acale 
corporations  involvad  in  potato  and  vagatable  crop  production*    X  auspact 
«  that  this  rafusal  to  cooparata  is  an  indication  of  the  desira  to  withhold  " 
information  which  thay  faal  should  not  be  made  public  despite  our  proAlse 
to  maintain  confidentiality  of  information  on  apecific  individuala  and     -  ^ 
firms*    Both  corporationa  had  headquartera  outaida  the  State  of  Wiaconain.  H 
1  must  add  that  both  of  these  did  complete  a  brief  "quaationnaira.aant 
to  the  principal  officer  o^  the  corporation  although  soma  others  did  not*  ♦ 

According  to  our  survey «  the  persons  who  managed  and  did  most  of  the 
labor  on  their  farms  ware  not  greatly  diffarant  in  their  personal,  social 
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•conomlc  characteristics  as  coMpar«d  wltii  ths  avtrast  far»4r  in  tht  Stat«, 
although  thsir  fanw  and  incoiMS  wtrt  lAPftr*    Kowtvtri  thosa  whb  owotd 
and  managad  but  did  lasa  than  half^tha  physical  work  on  tha  farm  wara 
#  batter  aducated,  nora  of  both  husbands  and  wivts  had  baan  raarad  in  towns 

or  urban  cantars  and  mora  livad  in  town  or  vary  closa  to  town  than  oif  tha 
owner-operator*.  •  • 

'  Tha  family  bacomts  lass  involved  in  farm  work  and  decisions  the 
larger  the  farm.    Thx^e  tines  as  many  of  the  wives  of  the  owner-operators 
^  helped  with  farm  chores  than  of  the  wives  of  owner-managers  and  twice  as 
many  (half  as  compared  with  one-fourth)  of  the  owner«o|}eratora  assisted 
in  keeping  farm  records*    Wife's  involvement  in  farm  decisions  and 
involvement  of  children  In  farm  chores  also  decline  with  size  of  farm. 
^  The  wives  and  children  of  hired  managers  tend  to  be  involved  in  farm 

work  and  decisions  less  than  on  the  owner-operatad  but  more  than  on  the 
owner-managed  farms.    For  tha  most  part  it  appears  that  the  hired  managers' 
are  persons  who  have  lived  in  the  coMminities  a  considerable  length  of 
time  and  their  families  were  Interested  in  and  involved  in  the  farm  enter- 
prise more  than  the  families  of  the  owner-managers  but  less  than  the 
familiea  of  owner-Operators* 

Gat iof act Ion  with  work  should  be  some  indication  of  the  opportunities 
^        '     and  the  rewards  which  the  different  types  of  farms  provide  for  those  who 
-    live  And  work  on  them.    It  should  be  kept  in  mind  that  we  did  not  inter- 
im view  the  owners  who  lived  off  the. farm  and  did  not  manage  the  djiy-to-day 
operations • 
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Two  Masur«9  of  work  tttltftctlon  w«rt  •wployid,    Orm  p«rttlMd  to 
th»  •xtrinslc  «tp«ctt  of  tht  job— Mtliftction  with  incoiwi,  opportunity 
for  mtklng  »or«  lncofi«  tnd  p«rc«lvtd  stttut  of  tht  lobiwhllt  th«  othtp 
ptrttlntd  to  th«  intrlntlq  ••p«ct9  of  tht  job— how  wtll  thty  llktU  tht 
Mtsvkt  ftlt  thtlr  work  w«t  •omtthlnr.  thty  could  do  b«tt  *nd  tht  ixttnt  to 
whlsh  thty  w«rt  thtlr  own  bott.    Curprlalngly,  thirt  w«i  llttlt  dlfftrtnc« 
a»ong  tht  owntr-op«r«tor«»  owntr-Mntgtrs  and  hlrtd  Mintgtrt  with  r«tp«ct 
fko  work  ••tlaftctloh.   Actuilly*  owntp-»«ntf«ri  wtr«  tflghtly  lowtr  In 

4 

•xtplnslc  sttliifactlon^thtn  tlthtr  of  tht  othtr  two  groups  dttpltt  tht  ftct 
that  thty  owntd  mora  Itnd  and  had  largtr  Incomtt. 

Tht  graatttt  dlfftrtnct  In  work  attlaftctlon  occurs  batwttn  the  owntr 
and  mantgtr  groupt  tnd  tht  hlrtd  wbrktrsi  tXthough  tgaln  the  difftrtncta 
art  not  as.grttt  tt  txpacttd.    Furthtrmort,  hlrtd  worktra  on  tarms  wantgtd* 
by  hlrtd  mantgtrt  had  allghtly  hlghtr  tatltftctlon  tt  dattrmlntd  by  both 
Indtxtt.  thtn  tht  hlrtd  worktrt  on  ftrma  mantgtd  by  rttldtnt  owntrs. 

Rttpontts  to  two  tddltlontl  qutatlan*  ware  tlto  rtvttllng*  Hired 
mtnti^trs  ftlt  that  thty  htd  "done  tht  bttt  with  their  lift"  with  ptr« 
cent  rejjpondlng  "yta,  entirely"  ao;'*  owntr-mantgers  were  next*  with  33  per- 
centi  and  owner-o^erttors  tnd  workeri*  on  hired-wanaRer  ftrma  next  with 
29  percent  and  28  ptretnt,  respectively,  responding  In  this  manner,  Only 
20  percent  of  the  workers  on  owner-mantgtd  farina  fait  thty  had  "done  the 
b^^t  with  their  lift"  Indicttlng  thtt  hlrtd  workers  on  farms  minaf^ad  by 
rtsldtnt  owners  fttl  themstlvts  at  t  cP««tar  dlstdvtnttgt  than  othfr  groups. 

In  rtsponst  to  how  tttltfled  thty  wart  with  thtlr  llvts,  tbout  half 
of  the  owntr-'optrttort  tnd  hired  nantgtra  wart  "vtry  tttltfltd"  tnd 


.  '  y    '  -       -       -9--'  ■  : 

perc'^nt)  while  workers  on-  the  farms  managed  by  resident  onners  were  least 

■       '       *      •  ■         ^  'jL'  ■  * 

satisfied  tjith» their  lives  (23  percent  w^re  "very  satisfied"),  Owner- 

"    •  '  >  V.       .  >   >  '  ,  - 

'managers  and  workers  on  farms  managed  by  hired  managers  fall  in  between  with 
3&  and  ^0  percent,  respectively »  being  "very  satisfi^^,"  »   ^     :  /' 

These  CipBM  suggest  that  income  and  wealthfdp  not  necessarily  bring  ^ 
^isfaction.    It  Tnay  be  that  those  who  hay#<^both  power  and  wealth  are  in 
part'"  victims  of 'social  and  economic -forces  which  have  put  them  in  the 
positions,  in'  whi^  they  find  themsalves.    the  larger  farms  have  more  in- 
debtednes's  and  are  subject  to  as^many  .stresses  as  the  smaller  farms.  As 
some  haveo  indicated ,  ohce.  you  ♦get.  into  the  business  of  .expanding  ypur.  farm 
to  take  Advantage  of  improved  technology  and  to  pay  off  th0  indebtedness 
on  the  farm,  it  is 'difficult  to  know  when  to  stop.    An  increase  in  capitali- 
zation places  a  greater  burden  upon  the  manager  to  make  an  adequa^?  return 

1         ♦  ■      ■*  .  " 

above  labor  costs  The^wnjLly  farmer  may  be  limited  in  management ,  know-  ,  ' 
'  ledge  and  skills  without  assistancjg  from  public  agencies  or  advisory  $ervices. 

.   It  is  my  feeling,  oA  the  basis  of  talking  with  some  farmers  and  hired 
managers  and  workers ,  that  HHV  are  more  satisfied  with  less  management 
responsibility  'and  with  the  assurance  of  a  sfteady  wage  income  than  as  an  ^ 
owiysr-op^rator .    This  suggests  that  if  hired  managers  a(Id.  workers  on  absentee- 
owned  farms,  including  those ^f  large  corporations,  are  paid  adequate  wages 
and  have  adequate  housing  and  services  provided  by  the  communities  in  which 
.  the/  live,  they'^may  be 'more  satisfied  than  the  Qvmer-operators  who  not 
have  the  skills  or  other  ijesour^es  to  manage  successfully  under>'tii?esent 
conditiorfs.  '  i    '*  , 
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As  conditions  affecting  agriculture *l:hange , . including  changing  consumer 
demands,  fluctuating  world  markets,  erqalon  and  pollution  problems  and  more 
serious.. insect  and  disease  damage,  the  small  farmer  finds  it  more  difficult  * 
to  m^t  the  challenge  and  still  ^provld*  adequately  Tor  his  famify.  But, 

'  ^^neither  Is  the  shift  to  large-scale  corjj/Eyiyions'  an  ippropriate  Solution  to 
these  conditions »    Too  often.<«the  rtotl^ves  for  nonfarm  Individuals  and 
corporations  to  feo  into  agriculture  are  not  for  the  beat  interests  oi? 
agriculture  ahld  f or  those  depending  upon  it\    They  are  concerned  primarily 
with  increasing  their  own  power  and  profits  and  riot  with  the  maintenance 

•   of  the  natural  ind  human  resources.    This  occurs  in  a  society  a^Fd  economy 
in  which  decisions  tend  to  be  based  upon  the  advantages  for  the  lndlw.dual 
and  for  the  fli?m  rather  than  for  the  commynity  and  for  the  spcietj^* 
-  /    •  • 

^  ^3^'"l^int  is  that  we^need  to  create^pollcles ,  and  laws  to  enforce  them, 
which  pi»6tect  the  Interests  of  families  and  communities  from  the  social  and  ^ 
economic  forces  which  tend  to  make  human  welfare  secondary  to  eco^binic 
.pgjwer  and  profits.    We  n^ed  t<**assure  the  people  who  4ive  on  the  land  of 
adequate  educational  and  other  community  services*  and 'the  future  generations 

of  adequate  l^and  and  water  resources. 

.  .  •  •  ' 

How  these  goals  can  be  attained  for  rural  as  well  as  f or.  xirban*  famlilea 
wlll,reciulre^exte^ye  research.    Goldschmidt'a  study  in  California -has 

l>rovlded  a  landmark^with  few  studies  in  the  interVenlng  quarter  century  to 

■        1  - 

add  to  it.    Sociologists  and  economist*- have  noi  faced  the  complex  theoretical, 
methodological  and  Value  issues  'involved  in  doing  this  kind -of  stiii/y,  .  But, 
^    we  now  have  the  technology  and  some  theoretical  'and  methbdologlcal  tools  ^ 

for  approaching  these  problems,  ,  Recent  efforts  of  a  Horth  Ceptral  Regional    < , 
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task  force  committee  under  the-Chairmanthip  of  Profettor  lirillard  F.  lUteller 

*  •  .  *'  * 

of  the  University  of  ifisconsln  Agricultural  rconomidt  Department  is  pro- 

■i         ■  ^  * 

posini^  a  study  of  the  organisation  and  contro3:  o£JV.S.  food  production  . 

-and  distribution  system.    The  creation  of  the  Center  for  Rural  Development'^ 

*at  Iowa  State  Univltrsity  st^uld  provide  another  facility  for  engaging  in 

^.  this  ty^  of' research.    The  problem  nce^s  to  be  approached  on  ^  natioo- 

'  #     -«  •  * 

wide  bisis  wfiich  in  the  past  has  been  restt^icted  partly  by  the  structure 

^  '      '  ■   '  *•         \^  * ' 

of  the^  control  of  rf search  thifough  the  Separate  Land  Grant  Colleges, 

Research  relating  '^^j^^*  ccjnsequences  of  large-scale  corporate  firms 
in  agriculture  is^  Y^dad  at  tht^e  difftrent  levels;    at  th'e  ^eveX  of  the 
farm  to  include  the  .individuals  and  families 'involved  in  it,  at  the  community 
and  rcj^ional  level,  and  at  the  societal  level 4 


Furtlier  rSsearch  is  needed  on  the  litunan  relationships  within  farms -of 
different  sizSs  and  types  to  determine  how  the  needs  and  interests  of  in- 
dividuals in  different  role ai  are  affected,'  This  should  include  studies 
of  owner-manager  and  manager-worljer  relationships  **end  the  relationship 
among  workers  of  different' types.    Efforts  along  this  line  include  the  study 

of  human  relations  on  Michigan  fruit  and  vegetable  farmii  (Voland,  1968), 

-   ^        ■        .  *> 

^  «  ,  o 

and  the  study  of  economic  and  social  aspects  of  labor  in  the  citrus,  Itfttuce 
an4  cotton  indust«V  ^9  Arizona  (Padfield  and  Kartin,  1965),  Special 
attention  needs  tp  be  r.iven  the  migrant  workefvand  how  they  are  affected 
by  the  practices*  of  agricultural  employers     Studiks  are  needed  of  how 
work  patterns »  relatioijt^ips  with"  management  and  compensation  procedures 
""^atfec-t 'worker's  efficiency,  stability  and  satisfaction.    For  Example,  the  ^ 
pro>|^sion  of^hares  in  the  cor^|^ation  to  workers  as  provided  by  one 
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Wisconiln  «gribittin«i»  firm  is  on«  typ«  of.  worker  coiiip«ni«tion«    Tht  poU 

^  of  labor*  organizatipni  upon  proiluctioh  and  •ffici€^,cy  as  wall  aa  upon  tha 

.  .  * 

sacurity  and  atatua  of  tha  workar  ia  anotbar  araa'^about  which  thara  ia 

littla  currant  knowladga,  and  it  la  likaly  to  t»a  an  araa  of' incraaaing 

futura  concam  on  tha  part  of  botlr  producara  ^knA  woricaw, 

Furthar  raaaarch  on  tha  affact  of  tha  aizaa  and  typaa  of  far»  organi- 
zation upon  •'the  atatua,  aacurJCty  and  satisfaction  of  ownara  and  aianatara' 
and  thair  fanilias  ia  naadad,    Thara  ia  ao«a  fvidance  in  pur  Wisconain 
study  that  hir«d  managars  on  incorporatad  fannf  ara  about  aa  satisfied 
as  tha  resident  ownars""  with-  thair  financial  returns  and  their  woric  roles  • 
Furthermore,  almost  As 'many  of  the  owner-managers  aa  of  the  hired  workers 
on  these  farms  were  least  satiafied  with  the  financial  aapact  of  their 
job.    We  need  to  know  the  e}ctent  to  which  the  'satiafaction  of  paraons  at 
different  levele  ip  th«  agricultural  eqtarpriee  la  affacted  by  the  nature 
•of  the  intamal  organization  of  the  enterpriae  as* wall  aa  by  tha  elze  and 
external  aspacrts  of_^e  firm.  ,  ,  • 


Studies  at  the  ciwimunity  level  are  needed  to  conaldar  the  affect  of 
large-scale  agrlculttft*«  upon  tha  services  provided  for  families  at  all 
levelsw    This  may  need  to  include  larger  areas. than  the  small  ruraf 
coBwunity  as  studied  by  Profeeeor  Gol<J^ct»midt .    Rural  paople  today  travel 
much  further  for  all'servicee.    It  ie  important  to  know  what  ia  happening 
to  the  businessas  and  institutions  in  the* total  aria  affected  by  changee 
in  agriculture.    There  are  two  aepecte  of  this  probXam,    First »  what  ia 
happening      the  businesses  and  inetitutlons  thenaelves  and  eecondly,  what 
is  happening  to  the  level  of  eervicee  available  to  different  aoci;3i|l  and  ' 
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•eonomic  cl«99«St    That  th«r«  it  i  dtclin^  in  tht  busihlssti  «nd  strviccs 

9  * 

in  the  s'imII  ctnttrs  is  almost  intvitable.    Whilt        consolidation  f/^ 
Wltt^ttfgggg/lltttKKttKtB  into  largar  unita  my  ba  Mora  afficiant  from 
tha  atandpoiot  of  tha  instutipns,  tha  <iuJility  of  tha  airvica  lay  daclina' 
(Ma  D«y»  1968)^  'Navartbalass,  attention  neada  ta  ba  givan  to  tha  adjust- 
ment  and  relocation  of  individu«].s  and  familiae  affectiTd  by  the  conaoli- 
dation  of  aarvices  and  institutions* ' 


An  in'craase  in  ^the'^Mftial  and  economic  differentiation  of  people 
.connected^  with '^aifrriculture  and  fhe  shift  to  businesses  and  institutions 
in  larger  center*  on  the  part  of  the  hjlf.her  income  $toup  ia  likely  to  have 
a  double  barrelled  effect  upon  the  level  of  services  for  the  lower  income 

;;roups.    It  reduces  the  number  of  people  supporting  the  local  community 

ft  •  •  ^ 

and  it  increases, the  distinctions  among  those  remaining*    To  what  extent  7 

'the  shift  of  business  and  other  contacts  to  larger  centera  on  the  part 

.  of  the  higher -income  group  reduces  the  servi<;es  for  the  ^ower  income  groups 

should  be  determined.   Current  studies  such  aa  those  by  Professor  Glenn 

FuRuitt  (1971)  Off- the  growtji  and  decline  of  population  centers  in  non- 
notropolitan  areas  needs  to^be  aupplemented  with  some  syotematic  study  of 
opecifie  regions  and  communities  in  relationship  to*^e  structure  of  ajp?i- 
cultural  enterprises  in  them* 


'      The  studies  of  regions  mlRht  be  eombinsd>±*fr the  study  of  specific 

communities  within  them  to  determine  how  and  why  changes  in  agriculture 

'are  affecting  changes  in  the  institutionij  and  sejcvices.    At  this  point 

*  s 
further  work  is  needed  on  the  conceptualization  as  well  as  upon  tht 

measurement  of  the  relevant  dimensions  of  the  communities  and  regions.  . 
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While  the  data  on  buying  and  aelling^ha'bits  and  on' Social  partieipation 

is  esientjlaX,  this  does  not  tell,  us  much  about  thft  stability  and^ada^ta-*  * 

biiity  of  the  institutions  and  6S  the  total  cowimmity  over  a  period  oi 

tine.  mgfmmmmmmm^i^imm^fK^mmt^mmmm^mmmiifmmmm 

^^''^^■^^^■rii^tf^^B^HHHHHBtal^^^^HflipMi^^^  Unless 
communities  isolate  thenweXves  fx*om  the  larger  society  th^y  need  to  provide 
for  innovations  and  chanzes  in  .the  structure^nd  types  of  aciivities. 

Chancres  do  not  elways  mean ^growth .    The ^American  obsession  with 

.  ,r;rowth  must  be  attenuated,    '^he  cofmunities  ^f  the  future  which  are  the 

most  viable  and  provide  the  highest  quality  of  services  may  not  be  those 

•  which  are  growinjj  most  rapidly,    I;^Biay  be  those  which  are  able  to  adapt" 

their  resources  to  ,the  basic  needs  of  a  certain  nur.kber  of  people  and  develop 

linkage  with,  otjier  connunities  to  pfovide  bthtc,  services.    The  question  is* 

not  Aether  mich  small  coiwminlty  is^  going  to^s^iucvive.'hut  whether  the 

oociety.  and  the  people  in  if  •will  survive^in  a  way  that  will  provide  th# 

optinura  of  ppods  ant^  services  .to  all  groups  within  that  society* 

*  *  » ^  - 

/ 

Doyond  the  atudy -of  the  effect  of  largo  corporate  oyatems  upon  tho 
people  in  agriculture  and  in  r\iral  communities,  current  inforiiation^ia 
'needed  on  ouch  enterprises.    While  ^  States  authorize  the  forming  of" 
GV3rnor*t;ion3 ,  there  is  usually  little  information  required  by  the  Gtates 
on  these  corporations.    Since  the  size  and  the  nature  of  the  corporations 
involved  in  agricultural  producti6n  has  more  immediatte  affect  upon  oth<;r 
people  than  is* true  for  the  average  industrial  corporation,  it  is  e^specially 
in  the  public  interest  to  have  Information  about  farnf  (ib^jporations  made 
available  to  thf  public.    This  shoul^  include>'current  informatien  on  land 
holdings  and  type  of  business  or  businesses  of  all  corporations  in  the 
State  by  county  oj** counties  in  which  the  land  ia  located. 
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?rof«afor>  DcpirtiMnt  of 
Agricaltural  and  Applitd  Edonomica 
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Bafora  SubcoiMitt«« 
'  on  Monopoly 

^  ^  '  Stnata  SiMll  Buaintaa 

COlMllitt«« 

Waahington,  D.C* 
March  1,  1972 

Large  firma  and  the  centralization  of  econonlc  povet  have  long  baen 
a  aourc«  of  concern  in  the  Aaieriqan  econonyi  but  only  recently  haa  thia 
been  the  ci^ae  in  agriculture «    Apart  from  aome  flurriet  of  exqitetaant  In 
the  land^boom  and  bonanza- farn  daya  of  early  aettlementf  there  were  no 
real  three ta  ffom  monopoly  power  in  agriculture  until  after  the  aecond 
World  War*    The  Xruat-lBuating  era  largely  by-paaaed  Awierican  agriculture* 

For  the  paat  half-centuryi  atructural  |\oXiciea'for  agriculture  have 
b«en  dofliinated  by  technical  conaiderationa*    The  major  4dvice  to  farmera 
haa  been  to  expand  the  aize  of  their  farma*    The  criterion  of  aucciaa  haa 
be«n  the  achievement  of  loweat  unit  coat  lin  a  micro-economic  aenae*  In 
meaauring  thia  achievement >  many  economic  and  aociaX  cocti  that  are  ex- 
ternal to  the  farm  firm  have  been  left  out  of  account*  ^ 

With  the  deyelopment  of  truly  large-acale  firma  in  a-griculturt  and 
related  buaineaaea,  it  ia  increaaingly  clear  that  queationa  o£  farm  aize 
and  atructure  muat  be  anawered  in  terma  of  their  effect  on  the  entire 
economic  and  aocial  ayat«m,  and  particularly^  on  the  rural  convminity* 
Galculationa  of  coat*  and  returna  within  the  framework  of  the  agri-buai- 
neaa  aector  will  t^t  providii  an  adequate  baaia  for  comptfriaon  d£  the 
merita  or  deficicnciea  of  firma  of  different  aize  or  organization. 

Thia  statement  atteropta  to  »et  forth  aome  o£  the  key  quaationa 
raiaed  by  the  appearance  of  firma  large  cnough^^to  poae  a  threat  of  mono- 
poly power  in  rural  America*    Anawera  to  theae  queationa  will  require 


^     ^  3346 

-  2  - 


d«tf  thft  fr^  of ten  deficient,  or  licking.    Sugg*ftionf  will  be  .^ad«  ai 
to  rctefrch  that  ii  needed  to  provide  theae  data,  and  to  equip  |»yivate 
citirena  and  their  political  leadera  with  the  information  needed  for  viae 
policy  formulation.  .  ' 

An  economic  rationale  for  the  large  firm  in  agriculture  liea^^  the 
fact  that  it  can  internalire  benafita  from  large  acala  that  fall  outaide 
the  control  of  amall  firma.    The  uae  of  Ifrga-acala  «aquiproent  ia  the  ■ 
■mple  moat  frequently  cited,    (ithar  examplea  include  bulk  purchaaing  of 
auppliea  and  equipment  4t  diacounta,    Theae  reault  from  the  fact  'that  the  <j 
large  firm  haa  greater  bargaining  power  <«nd  can  bypaaa  conventional  unfta 
in  theVetail  diatrlbution  chain*    Incorporation,  better  tccounjtini^,  and 
auperior  buaineaa  management  practicea  can  improve  accaaa  to  capital 
marketa*    Iiarge-volume  procluction  permita  exerciae  of  market  power  in  the 
aale  of  producta.    The' ab'ility  of  large  firma  to  internalize  theae  acaU  ' 
benefita  ia  the  principal  reaaon  why  ifarm  management  advice  throughout 
the  paat  50  yeara  haa  focuaed  on  increaaing  farm  aize  la  a  aolution  to 
'.probleraa  of  lot/  tatea  of  profit  and  inadequate  family  income. 

Only  in  the  paat  decade  haa  aerioua  attention  been  give  to  the  fact 
that  the  large  agricultural  firm  ii  alao  able  to  achieve  benefita  by  ex- 
ternalizing certain  coata.    The  diaadvantagea^  of  large  acale  operation 
fall  largely  outaidfs  the  deeiaicm-making  framework  of  the  large  farm  « 
firm.    Problama  of  waate  diapoaal,  pollution  control,  lidded  burdena  on 
public  aervicea,  deterioration  of  rural  aocial  atructurea,  imp'^irment  of 
the  tax  baae,/and  the  political  conaequencea  of  a  concentration  of  eco- 
nomic power  hafe  typically  not  been  conaidered  aa  coata  of  large  acale^ 
by  the  firm.    They  are  unqueationably  coata  to  the  larger  corominity.' 

In  theory,  large-acale  operation  ahould  enable  the  firm  to  brii\g\a 
Wide  range  of  both  beniffita  and  coata  within  ita  internal  deciaion-making  ' 
framework.    In  practice,  the  economic  and  political  poorer  that  accofflpaniea 
J  large  aize  providea  a  conatant  temptation  to  the  lar^e  firm  to  take  the 
benefita  and  paaa  'on  the  coat*. 

The  ruraf  community  receivea  the  imnediatc  impact  of  thia  ability 
of  large  farm  firma  to  practice  aelective  internalization  of  benefita 
anJ  externa lix at ion  of  coata.    One  of  the  moat  pervasive  conaequencea  ia 
that  the  occupational  compoaition  of  tha  population  changea.    Xnatead  of 
A  large  number  of  amall  erftreprenaura,  combining  the  tunctiona  of  manager 
and  laborer,  the  occupational  at'ructura  includea  a  amall  number  ot  maaagera 
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•nd  a  larg«  number  of  vorkcri.    In  rural  conmunltlct  dominated  by  very 
large  firma,  the  lettlement  and  housing  patterni  reflect  thii  increasing- 
ly transient  nature  of  the  labor  force.    The  jymbol  of  the  large  corpor- 
ate farm  becoMf* the  trailer  houie.    Community  inititutioni  luffer  from 
lack  of  leaderfhip,  and  f^om  the  lack  of  a  genie  of  commitAant  on  the 
part  of  the  labor  force  to  long-run  conimini^y  welfare*    Thoie  inititu- 
tiofif  that  furVive  take  on  a  dependent  charatitari  reflecting  th*  pater- 
nalistic role  of  the  dominant  firms.    Income  levels  may  stabilise^  but  at 
the  expense  of  a  decline  ih  local  capacity  for  risk-taking,  decision-'" 
making,  and  investment  of  family  labor  in  farms  and  losal  buslnailses^ 

In  many  caaes  the  rural  community  declines,    per  capita  costs  of 
Ifublic  services  go  up  or  the  quality  of  service  deteriorates,  or  both, 
and  the  youth  of  tha  community  are  forced  to  go  elsewhere  if  thay  are  to  ' 
obtain  adequate  training,  and  employment?    Foot  sChool1»  poor  roads,  de** 
ficient  housing'  and  limited  cultural  opportunities  tend  to  be  asjiociated 
with  rural  commimitics  dominated  by  large  firms*    Examples  can  be  found 
in  California,  Colori^do,  Florida,  Texas,  the  Mississippi  Delta  States^ 
and  elsewhere.  ^  •  *  ^ 

A  size  of  community  tl>a£  csn  support  service  staff  a  for  farm  supplies 
and  eqliipment  has  long  been  recognized  as  important  to  a  healthy  rural 
structure.    But  staffs  needed  to  service  the  household  hye  expanded 
greatly  in  recent  years..  A  shortage  in  these  skills  may  b^  wore  criti- 
cal than  a  shortage  in  fertilizer  or  feed  supt^Jy,  or  in  farm  equipment 
repair  and  maintenance  capacities,  in  determining  the* future  viability 
of  rural  communities.    Electricians,  plumbers,  TV  repair  shops,  service 
centers  for  kitchen  equipment-those  ore  among  the- key  service  'functions 
of  conmunities  that  aspire,  to  a  service-center  role  in  the  future. 

It  is  noteworthy  that  a  "deficiency  in  the  supply  of  skilled  trades- 
men of  thl|^  type  is  often  one  of  the  most  pronounced  features  of  "com- 
pany towns o^r  cotnnunities  dominated  by  a  few  large  firms,  Ttiis  differ- 
ence ia  clearly  evident  in  Arvin  and  Dinuba,  the  two  California  communi- 
tles^atudied*by  Walter  Goldschmidt  in  the  mi(i-1940*s.  Arvin,  the  large- 
farm  community,  is  shor\  of  skilled  tradesman  of  all  kinds. 

In  the  early  1960*s,  Carm  laborers 'and  foremen  were  SB^per  cent  of 

the  labortforce  in  Arvin,  13  per*"  cent  in  Dinuba.    Professional  and  re- 

y       t     -  ft 
lated  a  killed^ trade  and  service  staffs  were  6  per  centof  the  labor  force 
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in  Arvini  15  por  cent  in  Dlnuba.    In  Arvln  In  1960,  19  per  cent  o£  the 
population  icrvii^r  25  years  had  completed  high  sehool.    In  Dinuba,  the  sm«ll* 
farm  coMnunlty,  the  figure  vaf  38  per  cent**^ 

These  co^sitlerstfons  suggest  thst  i  msjor  «res  in  need  o£  further  r^ 
sesrch  involves  the  effect  of  large -scsle  firms  on  the  edu<(^tion,  compos i- 
tion,  training, an4  bslsnce.of  the  Isbor  force  in  rursl  coanunities.  the 
quality  x)f  the  people  is  the  ultimate  teat  of  a  community.    Thiyi  ahouXd 
be,  thev  central  focua  of  any  atudy  that  attempta  to  999w  the  impact  of 
latgc  acale  firma  in  rural  areaa. 

The  effect  of  firm  jiite  on  tho  environment  ia  closely  related  to 
»  effects  on  people.    Wliat  haa  appeared  to  be  an  example  of  ecohomiea  of 
«  acaio  in  agri-buainesa  production  of  ten  *  turna  out  on  cloae  examinatio'n  tik 
ff,n  example  of  successful  trsnsfcr  o£  pollution  control  or  waate  diapo- 
il  ooata  fnd  consetjucnccs  to  ttko  neighboring  community.    Examplea  include 
packing  plant  and  feedlot  waatca  in  liveatock^feeding  areaa/  water  pollu- 
tion through  hcavjT uac  of  agricultural  chemlcala  in  irrigatccf  areaa, 
waterahed  and  water  tabic  dotonioratlon  whera  large<^acale  drainage  haa 
been  attempted,  and  the  disturbance  of  ecological  balalnce  aaaociated  with 
heavy  use  of  inaccticidc  and  related  agricultural  Qhemicala. 

BK)  law,  thil^National  Environmental  ^Policy  Act  now  reqiiirea  that  a 
study  of  the  cnvironmcntril  impact  of  anytm^Jor  ^deral  inveattntent  or  de- 
velopment p'i?oJe(!TL/shall  accotipany  the  project  prdpoaal.    Admirable  as  it  , 
ia,  this  rcgt^ljMTOont  fails  to  cover  tjje  many  private  developmental  deci- 
sions that  together  "may  hnvo  a  greidcr  effect  on  the  environment  than  do 
public  inveatmcnt^.    Thia  appliea  with  particular  forc'e  to  the  development 
of  large  scale  agricultural  *i^s.    In  an  urbsn  snd  industrial  ae'tting, 
the  agencica  of  govcrnmcnU  arc'  9ometime»»  atronjj  enough  to  ^enforce  pollu- 
tion control  and  waste  disposal  pollciea  on  large  private  £irma»    TiiU  ia 
rarely  the  caae  in  rural  aroaa-    Goverftment  ia  weak,  all  to  often  dominated 


JArucQ  L.  LaRosd,  "Arvin  and  Dlnuba  Reviaited:    A  New  I*ook  at  Community 
Otructure  and  the  Effecta  of  Scale  of  Farm  Operational*,  unpublial^ed  manu- 
aeript,  pepaiitment  of  Agricultural  and*  Applied  Econonftca,  .Univeraity  of 
>  "^^--Wiftneaota,  March,  1970,  and  U.  5.  Cenaua  of  Population,  Characteriatjga  of 
Population,  Part  II,  Califofhia,  I960.* 
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by^the  .la^ge  firmd,  and  unable,  to*  devise*;  enapt,;  or'enf oroe*  eiiviro^meriffal^ 
protection^ Dcjeaaurea^  »s  *  •  >     af-  "   V:-  ^ 

\.:^iA;'aub^  body  of  >rof ejsaionai  .iitet^ture^ia  now  developing  y^^^^' 

^Oi>^icul tare  •  g .  x^pons  ibi^ity  f pr  envixomnentaX '  problema  f  WitiJ^ 


^few 


:^^ej^tif^9i>  thla  literature  does  not  identify  th^  diffesrentialf j^im- 
'  pairinent'bf^the  en^ifonment  by'sifze  of  firrts.    If  the  ma  jot  poUut^iia  .are 
*  lar^>ci»le  fifms,|the  techn^^aj_^tudi6a  rare^^  '-^  . 

'  ^What^la  nciw  needed'  i,s  a  research  ^ffort  that  ^will  «lert?  comtDurtitiea 
to  the  potential  efcp4?ignmeiital  c^sta  .of  l«^ge  scale  agr4.-busineiJ« '^irms  .  . 
It  is  clea^  that  i^oV  all  of  th*  environmental  deterioration  trafeea^le  to  i 
./ agricul^are  is  caused  by  large  firtnS.    But  i^i;"  is  also  clear  that  Ti^«^|ch  of 
,  it  Is.  »  Rural  "conanunitiea  are  beglrJhlng  to  be  awajre  of  th^  need  fol;  20- 
n^ng  t?o  protect  againat^resldential^misusea  of  land.  ^  It  i«  itoni^cs^jthat 
^apme  *ri|raX  cdfiomunlties  noW  reguC^ate  reaidenti^^^^  lot  ii^e  and  house|dld 
septic  tank  inS  tails tiTons  bu^  remain^  unable  to  cqntrpl  the  polluti^ti 
caius^id  by  ratge  agricpltura}  firnjs:.  »      r  V .  '  |;      -  , 

'        ,   The^ultimate  .ability  of  large-scale  firms  to  externalize  costi^vi?. 
measured  by  j^ia?eir.  caps  city  to  p^ss  on  Qos^t-of-prod^tction  injre^ea^^  . 

•    It  i^  •  th iar'pos s ibi lity*  *tha  t  p oses  the  m«s't  serious  lo^g- run 
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thre'at  from  large-scale  firms  in  agribusiness/  Aa^lPng  as  therei/ ate  al- 
ternative sources  pf  supply  f rora^  l^rge  number  of  relatively  an^ll-scale 
farmji,  the  pri^tiire  of  ■  competition  cpmpkLs  large  firms,  to  jjass^^n^ cost 
reductions  to  the  consumer.    ManV  Would  argue  that  t^e  consumer  has 'been 
the  principal  beneficiary  of  the  remarikable  increaijies'  in  agricultural 
prpduction  efficiency  over  the  pas^t  half-eentary*    itie  family  typ^t  far- 
met  has  been  notoriously  Unable  to  retain  many  of  thew^  benefits  and  his 
relative  incprh?  position  shows  it.  :      >       -     .       '  . 

in  this  structure  of  targe  ai^d'^amaXl  farms,  the  11a  rge  , farm  appear  a' 
*  to  be  efficient, , cos t-conicious,;  and -the  source  of  much  of  out 'efficiency 
in  agricultural  production.    But  this  couldjweir  be  a  transitional  phase. 
If  there  ate  only  large  farms,  the  potentials  for  collusioh,.  market 
sharing,^testriction«,o.n  entty\)f  new  firms,  and  outtight  supply  control, 
are  enormously  increaa'edi  *  .    >?ir  • 

it  is  a  part  of  our  Wtholo^,  of  large  fittos  that  they  are.  efficients 
But  the  key  queS ti on  ia':    e f f  icien t  at  wha t1    Fot  very  lar ge ,  f armS r  the 
anst^pt  le  cleat ;    At  'the  eker else  of  market  power..    'We,  have  never  wit- 
qesseft  the  eicetcis^  of  market  powej' by  truly  domiij^nt  fit?is  j^n  agtiM 


]»e  haa^e* only  industrial  analogies  to  guide  us*         thfe  large  firm  has  its 
^ower  base  ia  the  ownership  or  control  of  land,  th6re  are  legitimate;  re'asons 
td  fear  that  itidustrj^' analogies  may.be' misleading,  »  . 

aihere  are  few  larfe-scale  businaeas  f lrms/"apart  from  mining  and  forest/ 
prodacts,  that  ^can  look  to  land  rvalue  appreciation  for  any  sMbstanfflal-  ' 
part  of  their  long-run  prospects  for  fii^  growth.    The  situation  in  ag-. 
riculture  will  be  quite  different.    Theye  is  well  documented  evidence  ' 
that  much^f  . the  non-farm  capital^that  has  entered  agricjilture  in  the 
past  two  declttes  has    one  so  in  anticipation  of  capital  gains  in  land, 
A  desire  for  food  is  not  the  only  source  of  the  demand  for  -land  tha*t  has 
increased  its  price.    Rural  land  is  increasingly  demanded  by  a  variety  of 
non -farm  users,  for  residential,  recreational,  watershed  protection,  and 
tnany  other  uses*  '   *  i  ^ 

The  effects  of  local  jnonopolies  of  rural  lands  in  the  hands  of  a  f>>w 
large  agribusiness  firms  ^ill  not  be  confined  to  the  consumer's  food  bud- 
get.   It  is  in  his  role  ^as  user  of  rural  land  for  i\on-f6od  purposes  that 
the  consumer  may  feel  the  impact  of  rural  land  ownership  concentration 
most  keenly.    Food  can  be  impor;ted»    The  consumer  can,  go  abroad  in  search 
of  cheaper  recree^tion  or  residential  amenities,  bat  he  cannot  import;  the 
sites.    The  effects  of  concentration  in  agriculture  are  quite  likely  to 
drive  up  the  relative  price  of  food,  in  the/long  runv    'They  are  ci«tain 
to  drive  Aip  the  costs  of  non-food  producing  uses  of  rural  land,  is 
this  consequence  of  a  trend  toward  large  scale  firms  in  agriculture  that 
^ should, be 'of ^greatest  concern  in  an  affluent  society,      .     '  '  r 

,The  research  that  is  called  for  is^an  inventory  of  who  owns  rural 
Ame/ica,  and  not.  simply  its  "agricultural  land,'  Recent  history  is  replete 
with  examples'  pf  a  belated  realization  bV  states  once  bonsid^red  rural-  ' 
Colorado  and  Montana  are'  prominent  ^xampleaVthat  their  most  valuable  re- 
creational resources  have  passed  silently  and  swiftly  into"  a  few.^hands. 
The  need  to  alert  rural  communities  to  the'problems  of  land  monopoly  » 
sounds  JLike  an  echo  from  a  19th  century  cry 7*  It  is 'all  too  real  and 
currejit-  x  ^  '  ^ 

«Rural  communities,  especially  in  Appalachian,  New  England,-  the  Ozarks, 
and  the  Mountain  States,  need  help  in  the  (fevelopm^t  or  land  policies. 
The  local  political  structure  frequently  makes  it  peculiarly 'difficult 
to  persuade  th^m  that  the  regulation  of  JLand  transfers  is  in  their 
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inter6at.   And  in  tha 'At^tes  most  affected^  support  for  the  research  tha 
£a*  needed  is  often  weak  even  at  the  state  lievel*    A  relatively  fe«r  It}c«l 
coninani'ties  currently  have  control >  such  as  it  is.  Over  the  natiqp'a  xi^ 
creatlonal  lands.    A  national  effort  is  heeded  to  J|^elp  them  to  accept 
and  discharge  this 'responsibility*  ^       .  *' 

A  part  of  the  reason  why  big  firms  sre  attrscted  to  agriculture  ibi 
be  traced  to  the  heavy  Capital  requlAments  of  modern  agricultural  te<ih- 
nology.    Special  buildings  for  poultry,  complex  feed  formulas  that  reqniife 
expert  mixing^  special  Seeds^^  highly  tailored  fertilizers «  higK-capacity 
field  equipment,  $12,000  ^trucks,  $20,000  tractors,  and  $30,000  combinej^, 
all  put  a 'heavy  strain  on  tKe  sbility  of  a  farm  family  to  finance  #  if 
large  and  well  organized-  farm.    Much  of  the  vertical  integration  th^t  has 
occurred  in  American  agrj^culture  is  a  result  of  the  supply  of  credit  to  ^ 

,  o     .  ■  »  .  -■  ^ 

farmers  by  firms  -supplying  production  requirements  or  procetsirt'ife^  farm 
products.  . 

aut  this  is  only  a  part  of  the  explanation •    Jn  many  typfeJ^^f  farm- 
ing there  are  added  attractions  to  big  firms  that  grow  out  of  9Ur  tax  ' 

structure  and  our  system  of  government  price  supports  for  agrjLculture. 

*  *     ■  ■' ,      "  , 

The  price  support  program  reflects  conscious  policy »    The  tax  advantages 

for  big  firms  are  an  accident,  'and  were  almost  certainly  unintended* 

because  we  have  a  graduated  and  progressive  income  tax,  snd  because 
we  tax  capital  gains  at  a  low  rate  which  becomes  a  flat  rste  for  incomes 
above  about  $52^000  (  married  couple,  filing  a  joint  return  ),  we  have 
built  in  a  strong  incentive  to  convert  ordinary  income  into  capital. 
gj^ina«    This  option  ia- of  JLittle  or  no  value  to  the  yeat*to-yesr  opers-r 
tion  of  s  fsmily  sized  farm.    It  is  of  grest  value*to  a  high -income  tax- 
payer who  can  Use  hon-farm  income  to  invest  in  farm  capital  which  can 
benefit  from  capital  gains  tax  treatment.    The  most  common  examplea  in-  ^ 
volve  beef  breeding  herds,  tjre^  .snd  vine  crops-,.  Isrge  dsiU^y,  enterprises, 
and  horses .  *  :  •  ,  * 

Big  firms  hsve  been  crested  to  chsnnel  cspltal  into  these  enterprises 
la  order  to  tske  sdvsntage  of  capital  gain*  tax  treatment..   Mdv^  a^ara 
and  oil  millionaires  have  become  ranchers »    Citrus,  tree-nut,  snd  vinySrd 
properties  hsve  inflsted  in  vslue  ss*a  result  of  competitive. bidding  from 
weslthy  investors.    The  economiea  of  California,  Texas,  l^lorids,  and  the 
Mountain  Ststes;  tdfcite  only  the  best  publicized  exsmples,  have  been 
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.  ctjitortre^  by\|in  tnflow  of  capital  that  ii  baiical'ly  aeeklng  a  tax  iheXter. 
Thia  tax  ahelter  function  of  agriculture  ia  inextricably  related  to 
ita  land  baae«    A^pjrreful  review  of  proapectoeea  iaaued  by  firma  aeeking 
inveatora  in.  ranching  or  bee'f  feeding  and  alaughter  enterpriaea  makea  i.t 
clear  that  the  major  attraction  ia  proapective  land  value  appreciation*, 
firma  that  hive  gone  apec^tacularly  bankrupt  In  recent  yeara,  headed 

.;  >!by  the  Black  Watch  Angua  enterpriae.,^  have  been  thole  in  lAiich  the  Inveair; 
tora  ha4  only  cattle  from  whicli  to  reap  capital  gainaV    Someone  clae  hfcld  ' 
the  land*    The  tax  aheltera  that  function  beat  are  onea  in  which  the  in- 

.  vestor?  have  aecured  their  inVeatmcnt  with  a  a  take  in  the  land  aa  well 
aa  in  the  animala,  orcharda,  or  gi^ovea.    The  leaaoct  ia  cXear:*-  If  you  want  ' 

■^a  »afe  tax  ahelter  i/i  agriculture,  make  aure  your  inveatment  includea 
.righta  in  real  eatate.-  *^     j  " 

An  operational  rule  of  thumb  in  cattle  ranching  at  preaent  prlpe*  ia  > 
that  a  ranch  buyer  can.  afford  to  pay  from  $600  to  $80Q  per  cow-calf  ua'it':  • 
fox'  ranch  land.    That  ia,  he  can  afford  to  pay  up  to  about  $800  for  aa  ^ 
many  acrea  aa  it  takea  t6,  provide  »  j^earU  feed  aupply  for  a  cow  and 
calf ♦    A  price  of  $800  can  be  juatifipd  only  by  «  highly  efficient  ranch 
operation^  and  an  optimiatic  long  run  appraiaal  of  beef  cattle  pricea.  In 
moutitain  ranching  areaa  of  Colorado,  Wyoming,  and  Montana  todayranch  land 
ia  aelling  at  twice  the  pricea  any  operating  rancher  can  afford  to  pay« 
In  1^70-71,  pricea  up  to  $1500*per  cow-calf  unit,  or  more,  wer^  being 
paid  witi^ut  heal tation. 

How  can  buyera  afford  theae  pricea?    There  are  two  anawera,  apart 
from  the  romance  of  ranching*    Some  of  the  ranch  buyera  expect  to_aell  off 

^or  leaae  a  part  of  the  r^inch  land  for  auramer  reaidenc^a  or  "aecond  homea.** 
They  are  thua  buying  into  a  dual,  enterpriae:    a  ranch  ^4 nd  a  real  eatate 
development.    But  the  ma jor- explanation  ia  that  they  are  uaing-  the  tax 
advantagea  that  come  from  the  uae  of  caaK;;baala  'accountings  (which  the  Xnr 
ternal  Revenue  Service,  permlta  In  farming  but  not  in  other  buaineaaea)  aud 
Capital  gaiha  tax  ratea  to  bid  up  the  price,  of  land.    The  richer  the  in- 
v^ator^  the  greater  thia  tax  advantage.    The  reault  haa  been  deacribed  aa 
*  negative  incdme  tax  for  the  rich.^  • 


2/  Charlea  Davenport,  "A  Bountiful  Tax  Harveat",  Texaa  law  Review,  De- 
cember 1969,  p<^.  «  \ 
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...  ..  .  These  t^^  idvantjgeii  kre  dramatic  in  ranching,  trea-nut  gvovai^  vine- 

yardiy  and  specialized  li^/eatock  breeding  enterpriaea*    ^Hiey  are  leaa  at- 
tractive but  a  till  rfal  in  ordinary  farm  land.    So^  of  the  f  un  Waa  taken*  ^ 
out  ot  the  tax  ahelter  game  by  the  federal  Tax  |le form  Act  of  1969.  For 
long-term  capital  ^aina  in  exceaa  of  $W,OO0'ithe  tax  rates  for  individuals 
were  raised  frcwj  a  maximum  of  25  per  cent  to  35  per  cent,  effective  with 
the  tax  ye^r  1972.    For  corpora tion%  the;  Capital  gaina  tax  rate  waa  raiaed 
td  30  per  cent,  effective  in  1971,    Theae  atill  remain  highly  attractive 
rates  to  investors  in  the  top  income  tax  bracketa-    Ihey  cait  afford  to 
bi^-this  advantage  into  the  price  they  offer  fov  land. 
'    '  This  ia  part  o6  the  expUnatibn  for  the  rural  tixpa^er  revolta  a- 
gainst  the  property  'taK  that -have  erupted  in  recent  yeara«    Liand  pricea 
have  been  bid  up  by  hon^far^  buyers  to  levels  that  have  no  «e tat ion  to 
farm  earinga  for  ordinary  family  farmers.    The  higher  prices  have  gener- 
ated unrealiatically  ^igh  ta'xea.    The  demand  for  second  home  sites,  out- 
door recreation  opportunltiea,  and  decentralization  of  urban  areaa  haa 
come  on  top  of  theae  tax  adyantagea  for  ujpper  income  inyeators.    The  re- 
sult is  a  structure  of  rural  land  value a  that  is  increaaingly  unreal  by 
any  teat  baaed  on  net  farm  Income.    Farraera  who  have  aucceeded  in  in- 
creaaing  their  farm  a ize  to  a  acale  that  will  enable  them  to  achieve  al- 
moat  all  of  the  economies  of  atze  in  production  now  find  that  their 
capital  structure  ia  ao  large  that  their  aone    cannot  finifnce  a  take- 
,ovet  of  the  family  farm, 

Reaearch  needed  inthia  area  involve  a  aearch  for  ways  to  reduce 
land  values  to  levela  that  can  be  aupported  by  farm  income.    One  way  ia 
to  reduce  the  attractiveneaa  of  land  J:o  non-farm  inveatora.    Tax  policy 
can  play  a  major  role  trf  this  attempt.    In  recreationil  areas  and  in  areaa 
that  feel  the  impact  of  urbanization,  it  ia  difficult  to  avoid  the  con - 
cluaion  that  aome  controla  will  ultimately' be  heeded  on  land  tranafera. 
Zotiing  haa  been  tried,  and  in  general  haa  failed  to  preaerve  agricul- 
tural landa  for  agriculture.    We  accept  reatrictive  zoning  and  building 
permita  in  urban  areas *aa  a  neceaaary  reatriction  on  individual  freedom 
of  choice.    We  do  not  yet  "accept  excluaive  agricultural  asoning  backed  up 
ywlth  fsrmfng  permits  ss  tolerable,  but  this  may  well  be  the  price  that 
muat  be  paid  to  maintain  a'atructure  of  competitive  farm  firma.  Without 
some  controls  of  this  nature,  the  trend,  in  recent  yeara  pointa  po  a 
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clear  alternativei'  Aftructure  of  rural  land  ownerahlp  dominated  by 
''large  firmii  and  corporate  holdings 

Apart^fron  apecUlised  firroa  in  poultry,  cattle  feeding,  and  acme 
fruit  and  vegetable  crops,  there  in  almost  no  evidence  that  very  large 
firma  are*  more  efficient  when  all  coata  are  taken  into  account. 3/  ^hey 
prevail,  it  will  be  the  result  of  defective  institutions!  stiructureii  above 
all  the  tax^aystera,  of  farm  programs  that  favor  large  farms,  arid  of  en  ? 
Inaiatance  on  freedom  of  choice  in  land*  tranafers  that  ia  both  blin4  and 
aelf-dsfeating.    Rural  communities  have  watched  land  values' go  up  and  farm 
income  go  down.    In  the  final  analysis,  farmers  will  have  to  decide  whether 
they  want  to  be  farmera  or  land  speculators*    If  farmers^  then  publlip. po- 
licy can  aid  them.    If  land  apeculators,  their  days  as  family-type  larmers 
are  numbered* 


.4 


^Repeated  studies  by  the  U.S.  Department  of  Agriculture  and 
Stit^e  Experiment  Stations  have  ahown  that  well-organised  one-and  two^ 
man  facmscan  achieve  almost  all  the  economies  of  siase  now  available 
in  agricultural  production.    See  the'  suainary  of  these  studies  1)y  v^. 
W.  B.  Sundquiat,  "Economics  of  Scale  and  Some  Impacts  of  Agricultvifal 
Policy  on  Farm  Size",  paper  presented  at  a  Conference  on  0.  S.  Agri^- 
cultural  Policy,  Center ^of  Human  Resources,  University  of  Texas. 
Aprii  30,  1971  ^        *  ri 
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•V  Arvtn  And  Dtnuba  Itaviittid;  .  /■ 

-     '  L       Lo6k  At  CoBMHinlty  Structura 

And  tniW  Kfficti  Of  SciU  Qg  Farm  Operatlooi* 

Bruca  L»,  LaRoaa**  '  "* 

Introduction  * 

A  mat tar  of  aoma  cqncarn  In  agrlcultura  today  la  tht  Incraaaing  In- 
portanca  of  corporation  faming  and  ttia  poaalbla  ill  af facta  upon  tha 
at'ructura  of  Anarlcan  agrlcultur*.    Itila  papar  ia  not  apaclflcally  concarnad 
With  corporation  farp«  Iti  totality*  but  rathtr,  vitfi  larga-acala  fam  crpara«* 

tloaaj  and  th«  poaalbla  affactp  that' can  b%  daiKmatratad  by  viewing  tha  coa<- 

•  ■  *' 

currant  rural  coMKirrLty  aeructura.    Ihra*  taaaona  hava  baan  put  forward  « a 

♦  5    «  W 

to  why  thexa  ahould  ba  eoncarn  aboutv^-^'aupar-farwa'*  In  %«arlc:an  agrlcultura: 

a)  A  faar  that  pany  of  tha  Incantlvaa  laadlng  to  larga  corporalw 
far«a  do  not  raault  from  graatar  afflclancy  or  auparlor 

'        Mnagcnanty  but  ara  tha^raault  of  Ini/tltutlonal  dafacta, 

particularly  In  tha  tax  ayatan*  in  tha  wirlcatlng  atructura, 
^  and  In  agrlcultutal  axtanalon  prograaa.  ^  ' 

b)  A  faar  that  tha  trahd  toward  eorpocatlon" farming  Iran  ad-  ' 
dltional  axaaipla  o£  a  trand  toward  tha  cantralUatlon  o£  ^ 

«     acdnowlc  powar  and  dcclalon-Mklng  In  a  faw  handa  and  placaa, 
with  a  raaultant  loaa  .of  flaxlblllty  and  divaralty  In  our 
national  aconoMlc  Ufa* 

c)  A' faar  tb*t  a  rural  atructura  donlnatad  by  a  imall  nuaibar  of 
»co«iipapy  fatma*  wUl  y.ltW  41  daadanlng  conformity  and  a  ra- 

;    atrlct^d  envlronmant  In  which  to.davalop  tha  full  potential 

of  tha' quality  of  rural  llfa'.^  -      *      ,  j 

Tha  firat  two  raaaona  hava  ba«r analyxad  by  agricultural  aconomlata,  and  al- 
thougb  thara  ayi  a'oma  dlvargant  vlawpolnta,  tha  avldaflca  la  beginning  t^  ac« 
cumulate  agalnat  the  corporation  (larga-acala)  farm  on  the  baa la  of  weak- 
oaaaea  in  the  tax  structure  and  a  definite  trend  towarda  (tentralisation 


llaup,  Philip  M.    "Soma  laauea  Xaiaed  by  the  Ixpanaion  of  Corporation 
FaJfuilng,"   Taatimony  by  Philip  M.  Raup  bafora  the  Monopoly  Sub«o«mitae 
HearlAa  on  Corporation  Farming,  United  Statea  Senate  Select  GofHlttae  on 
Small  luainaaa,  Eau  Claire/ Wiaconain»  July  22|  1M8«    pp*  7*8* 

^Papar  prepared  for  Seminar  in  Land  Tenure*  Agr%  Icon.  ••SMt  Xhipt* 
of  Agricultural  and  Applied  Econoaiica,  Uniweraity  of  Hinn«aote,  Pall  quartet 

1970, 

**Craduata  atudant/ Department  of  Geography,  pfnlvatalty  of  Mi^nneaot«# 
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2  s  * 

of  «conoMlc  f^*e*     The  tlj^Lrd  re««on,  tjw  pogalbl«  deterioration  of  yural  i 

conmunity  lift  /  has^not  bean  the  aubje^ct  of  extenaiVe  examination  recently,' 
not  are  the  experta  completely  poaitive  of  the  inp^icationa : 

•  •lit  i«  not  cl^r  that  a  rural  atructujfe  doiaine{:ed  by 
corporation  farma^Mua4:  Inevitably  lead  Co  a  deterioration 
»  in  the  aocial  quality  of  the  rural  environment.^ 
Thia  paper  ia*  an  attempt  to-  examine  certain  faceta  of  rurel  coMkipnity 
'  atructure  within 'two  contraatins  conmunltlea  to  aee  what  the  efficte  have 
been  over  time^  ' 
t 

Arvin  and  DlQuba'«"Cvo  cowmunitica  in  the  Central  Valley  of  .California 

Arvin»  a  large-fi^m  coomunity^  and  Dinuba»  a  amall>farm  coifiiunlty,  ware 
the  aubjecta  of  a^etailed  analyaia  and  compatleot)  in  the  mid-lmO*e»^  The 
aummary  of  findinga  for  thiai  previoua  atudy  will  provide  the  baA>  for  a  new  < 
examination  of  theae  two  cdmitHinitiea  two  decadea  later •  'The  moM  aignlficant 
findinga  of  thia  earliet  atudy  were  aa  followa; 
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a)  -  T!ie*  «mall-farm  cofmunity  aupported  a  greater  Aumbtw  of 

aeparate  buaineaa  eatabliahmenta^  ' 

b)  TIio  volume  o£  rotoil  trade  woa  greater  in  the  amall-farM 
community  'than  in  the  large-farm  community •  ' 

c)  Expenditurea  £or  household  euppliea  ^nd  bulldin|  equjLp- 
ment  were  greater  in  the  amell-farm  community*  ' 

d)  Peoplt  in  the  amall-farm  community  had  a  better  Vatanderd 
of  living  than  thpae  in  the  lar|a-Yarm  conmHinitJ^  ^ 

1.      .  V  ' 


an  example,  the  current  high  price!  for  egga  aeem*  tp' be  the 
r^uU  of  a  concentration  of  the  poultry  industry  in 'a^few  handa* 

3  Raup,  np*  ciit,,  p>  15. 

J   ^  Goldaehmidt,  Walfcci;  R.    Small  Jiiialneaa.  and  the  Cdwmuntty!    A  ,^tudy 
jnJPitntral^ VAUcy  of  Callfnrnla__0n_  Kffecta  of  Scale  of  Farm  Opera tlona.    )  ^ 
Report  of  the  Special  Committee  to  Study  Problema  of  Aaierican  Small  Buiinl^a> 
United  Statea  Senate,  December  23,  1946,  U«S«  Government  ftinting  Office, 
Waahington,  D.C.,  1946 *  pp.  6-7*  <^ 
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o  %)    The  t»tio  of  ln<iip«nd«ntly  Miployad  huiln«iiiifn  vii  griit«r 

in  the  inulX-faroi  coMnunlty* 

*    £)    Agricultural  vilga  labocari  vara  a  graatar  proportion  o£  tha 

labor  £otce  in  Arvln. 

g)    Tha  phyaical  faeilitiaa  for  conmunity  XPI^ingr  vara  Mora  ax«- 

,  ^  .       tanaive  in  tha  amatl-fam  cooiMioity.  ^ 

:  JyO    Educational  facil'itiaa  vaya  vary  liwitad  in  Arvin. 

i)    In  othar  aocial  and  cultural  ananitiai  such  aa  racraatioci  ^ 

I  ^  canters' and  organisational  ^hurchaa,  «ad  navapapara^ .tha 

imall-farM  connunity  had  tht^adgf*^ 

The  foregoing  pointa  conatituta  tha  baaic  findinga  of  thia  initial  atudy,  and 

thay  vill  provlda  tha^ f raMawork  for  a  .nor«  up-to-data  analyaia  of  thaaa  tvo 

cofMNunitiaj*        '      i    ,  • 

•  •  . 

Aia»wr>t!lona  and  Tiimitrntlona  of  tha  Study  , 

"  Tho  baaic  aaauiriptioa  of  thia  afcudy  ia  that  tha  tvo  cdmiiunitiaa  hava  ra- 
mained  eaaont tally  thf  aana  iii  character:  that  ia,  that  Arvln  ia  a  coiiMuni>- 
ty  vlth  relatively  larga-acale  farming  enterpriaea  and  Dinuba  rawalna  aaian* 
tially  A  atnall-acilo  farming  conaiunity.^  An  axiMination  of- topographic  napa 
vhich  included^  theae  coinmunitiea  indicated  that  the  eaaantial  conitraata  in 
'acale  of  operationa  betvaan  them  remained*^  o 


Sihifi,     c  ■  ' 

f  ■  % 

^Detailed  scatiytica  v^iich  vould  enable  t\m  reaaatcber  to  determine 
the  exact  nature  of.  prea<)nt  land- tenure  arran$ementa  vara  avaiXabla  only 
on  the  county  level.    See  U.S.  Department  of  Comaiarce,  U.S>  Cenaua  pf 
Ajerir.nUurft,  Final  Report »  Vol,  II,  part  49--Cduntiai|  Californiar  195f. 

^Tlie  U.G*  Geological  Survey  topographic  ahaeti  analysed  vere;  (1) 
Weed  Patch  Qiuadrangle;        Kaedley  Quadrangl*}  (3)  Orange  Cove  South 
Quadrangle;  and  (4)  Arvin  Quadrangle*  '  ,  ' 


id 
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ThilVioit  lerioui  limitttion  i$  6bvioua,  that  ii,  the  lack  o£^  field  work 
to  corrotiorate  Information  gleaned  from  other  aourcaa,  particularly  the 
topograhit  ahecta.    Two  typca» of  aourcc  materiata,  telephone  booka  and  dl- 
ractorioa,  vpuld  hav^  provided  a  great  deal  of  recent  Information,  but  vera 
not  ayatcmatlcally  avalJLable  for  the  two  conwunitiea»®  '  > 

Doaplce  tbd  llH^atlona  of  thiH  atudy,  it  haa  been  poaalble^o  compare 
the  two  coAmuifielea  and  Infercncea  Vlll  be  nada  not  only  about  the  preaant 
coinnunlty  atructure  but  alao  concerning  the  poaaibleteffecta  of  farw  atruc-*  ' 
ture  over,  the  tweAty-flve  year  apan  between  tha  two.atudlea.  '  «^  ' 

Kducatloaal«  noeial^and  Cultural  Yna^lttii*n 

A  comparison  of  txlating  aoclal,  cultural  and  educational  facilltlea^aa  " 
mada  anil  the  pertlutsnt  data«e  prcaciited  In  Table  t.  ,  ^ 

M'lca tlAn^l noftlnl  ^nnd^Cul turAl^Fafill  1  tiea_in_Aryln  and  Dtnubag/ 


Arvln 

Dlnuba 

Grpmmar  schooll' 

3 

4 

High  flchoola^  :  ■ 
Hospitals  7 

1 

i.. 

0 

1 

Churches  ^  . 

11 

18 

Churchca 'per  1000  population 

2.07 

2.95 

Radio  Titationa 

0 

1 

Ncwtfpifct^rs 

1 

2 

Populltlon  (1940) 

4042 

3790 

"  (X9C0) 

5310 

6103 

(1970)m 

S090 

,  7917 

"   2/U#Q#  Census  of  Population,  19G0  and  1970,  and  U.S.  Geological 
Gurvoy,  Top;Ographlc  Ghcot«,  19661  for  newapaper  data^  Ayer*a 

*■**        \"  •  '     '  ^ 

tixQ  weaknefiiea^^  rcldting.  ahccr  numbora,  or  quanljity,  to  quality  la 
realized  bui^i^yen^ba a cd  on  the  almple  data  preaanted  here.  It  woulS*  appear 
that  Dinuba  ^'k  auperior  educational,  Social  and 'cultural  fac  lilt  lea*  .Tlie  . 
\Qck  of  a  hoapltol,,  (as  of  1960),  and  iyidlo  atatlon  in  Arvln  represent  sig- 
nificant dcficl^ncloa  in  the  comfflunity  atructure*  Th«ra  ii  alao  a  «ignlfi- 
icflnt^corttraat  between  the  ncwapapers  published  in  th«  twe  cofimunitias  (see 
Table  II) .       '  - 


a 

Timre  was  an  exception  to  thls.»  The  telephone  book  for  Arvln  was 

available  in  Hinnsapolla  and  adne  croaa-ctiecka  vera  possible  for  the  data 

on  Arvln*  ,                                             *  I 
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Ktwfpap«r  I^^a  For  Arvin  And  Dinuba 

*    ticla  Tabllcatlnn  day  Clrculattoa  ^ 

(Atvin)    Tilltr  Wadncaday  ^  2351  (W>5  ^ 

of  thapa  diiCribuCad  fraa) 

(Dinuba)  AXta  AdvQcaf  Thuraday  824 

(Dinuba)  S#ntinel  7uaaday  4r  Thuraday        ,  2071 

Sourca:    Ayf^t'a  Piractory  o£  Mewipa0et» 
and  P^todlcaXa  ■ 


Xt  apptara  thac  tha  Tiller  ia  a  company  ntwapaptr,  baaad  on  tha  lar$« 
£ra«  diatributlon»  ao^thac  Arvin  doaa  noc  hava  an  indcpcndanC  aitdiuM  of 
coN»iunication»    Dinuba»  on  th«  other  hand,  haa  Cwo  indapendaht  nawapapara,.  ona 
of  vhich  publi^ahca  twica->weakly«  tA  radio  aCaCion,  KRDU,  provldaa  another 
local  me^ilim  ot  cotnMunlcation  for  the  emalWarM  cofMunlty* 

Educational  facilielea  appear  to  be  relatively  equal,  but  if  ona  looka 
at  iome  educational  atatiatica,  the  impact  of  theae  educational  ayateme  has 
not  been  equal  (eee  Table  XXX) •  Perhapa  there  have  elao  been  differencea  in 


ettitudea  concerning  the  value  o£  an  educetion*  . 

■     .       ^\      .       V       -      -  -*      .  ■ 
.    U/                      TABT^g  in 

Ilducatiiflnai  Levftla  Completed  )|y  Population  Over  25  Yeara  of  Ate,  I960 

Arvin  Dinuba 

Completion  of  8  gradei                                             56«0%  69**9X^ 

Completion  of  high  achool                                          16^^%  3ft«2% 

Completion  of  college       ^                                     '    2.9X  6.5%  * 

Median  achool  yeara  completed             "                      S»3  9*6 

Source:   U»S«  Cenaua,  Centui  of  Population^  Charactariatica 
'  Of  The  Population,  Part  SX,  1960,  California 

Tlio  Inveatmcnt  In  cducotlon  by  Dinuba  in  the  peat  haa  apparently  resulted  In 
A  lietter  payoff  for  tlui  community  than  haa  the  preVioua  educational  inveat* 
went  of  Arvin «   At  the  time  of  the  Goldichmldt  study  Arvin  had  only  one 
elementary  achool  and  hsH  on  high  achoolt  vheAaa  Dinuba  hi)d  a  high  achool 
and  three  elementary  achoola.    laaad  on  the  median  of  achool  yeara  completed 
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b/  thoac  over  twtnt/-five  ye«r»  o£  age,  thie  lirevloue  leek  of  tMucitionil 
feclXitie«  in  Arviit  h«i  had  aeriouj  r.eparcuaaiona  for  that  rural  coMMunity 
today.  * 

Hoada  aa  a  M^aaure  (>f  TaveatTOent  in  Rural  Tnfryatructure 

Data  on  public  aervice  delivery  ayatema  were  liwited  for  ch«  two  com- 
wunitiea.    It  vaa  thought  that  the  invaatmont  ii^  roada  might  ^provide  an  indi- 
cation of  the  extent  o£  inveatmcnt  by  the  individual  communitiaa  in  a  rAral 
infraatructurei  aside  from  thoae  aapecta^f  infraatructure  already  alluded 
CO  auch  aa  parka  and  education^   Roada  were  placed  into  three  claaaificationa 
£or  both  Arvin  and  Dinuba: 

1)  ^  Medium  duty  «oada  (often  involving  a  county  road  or  atate  highway)* 

2)  Light  duty  roada  (paved  Voada  not  ua^ally  uncier  county  or  ttate 
'         '   juriadictlon) • 

3)  Ditt  roada 

TABtE  IV 

Data.  On  Road*  Xi}  The  Arvin  And  Dinuba  Areaa  In  The  Sarly  1960 'a 
J        (Excluding  Urban  Built'-up  Areaa) 


All  thpe  typea  of  roada «  per  actuate 

?avtd  roada  per  afjuare  mile 

Dirt  roada  aa  %  of  total  road  net  , 

Dirt  roada  aa  %  of  total  road  net  minua 
medium  duty  roada 

Sourco:    uses  Topographic  Sheeta,  1966 


56.0X 


Pinuba 
3.35  miles 
3.0a  milea 
6.0X 

8,3% 


4  Xt  ia  clear  that  Arvin  haa  a  Xeaa  danae  road  network,   Kore  aigni£icant« 
lyi  a  greater  portion  of  ttUa  network  conaiata  of  dirt  roada*   Thia  might 
indicate  an  unwiUingneaa  by  the  community  to  dtnveat  in  thii  tec  tor  of  the 
rural  inftflitructure.    The  extrtmely  high  percent  b£  dirt  ro«da  at  «  per  cent 
of  t\xQ  total  road,  network  minua  medium  duty  roada  eliminatea  the  county  aa 
«^  factor  in  the  calculftiona*   Within  the  built-up  area  of  Dinuba  there  are 
two  milea  of  noa«*caunty»  laedium  duty  roada.    Thia' would  indicate  a  further 
deaire  to  inveat  in  a  a  tr  org  rural  infraatructure  by  the  amall«farm  community* . 
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Pemotyaphic  and  Econontlc  Charactorigtici 

An  analy«ii  o£  caniua  satfirlal  for  cartain  •ocio*'«conoMic  data  providaa 
■o«#  illuwinatlng  contraita  between  the  two  coneunltiee  (ee*  Table  V)« 

TABLE    V  *        ^  ' 

Selected  Socio*'Econowic  Charafcterlatlcg  , 

Aryln  Dlnuba 
IncoflMi  etetietlca                                           •'  ♦ 

a)  family  income  leaa  than  $3000        *  37*1%  24*8% 

b)  family  income  greater  than  $5999'  24 .AX  39.0% 

c)  median  family  income  $3,799  $5,210  . 

Selected  cmplbymcnt  characteriatica  « 

a)  farm  laborer  a  &  foremen—*  employment         -ifi  ax  6Z 
by  occuprfcion  (aa  X  of^  total  eii^loyment)  *  ^ 

b)  profcsaional  &  related  aervXcea— • 
employment  by  l^duatry  (aa  X  of  total 

employment  .  »      6mU%  1^5*1% 

Selected  fotalX  trade  itatitftica 

«)  ettabliahmenta  (total  number)  66  120  . 

b)  total  laUa,  all  eatabXiahMnta,  in         $7,970  $12,636  * 
$1000 

c)  $  aaiea  per  capita  $1,500  $  2,103 

d)  $  aaltfa  per  family  '  .    $6,l73  $  5,144 

Sourcea:  'US  Ceniui  of  Popn  1  a tion,.  Characteriatica  of  thl  population 
T^avt  XX,  6alif  ornia,<t7X960;'U.S.  Gcnaua  of  Buaineai,  He  tail 
Trade,  Area  Statiatica,  Part  XXi  1963.  ' 

Tlie  data  preaented  liere  indicate  that  the  differences  found  in  the  two 
comnunltiea  in  1946  itill  cxiat.    The  large  percencage  of  agricultural  la« 
borera  and  foremen   found  in  Arv^n    indicatea  that  the  eaaential  charactes^^ 
Istlce  of  large-fcale  fanning  a till  predominate    in  Arvin^    A  hlgherr  atandard 
of  living  ia  found  in  Plnuba,  to  the  extent  that  thia  variable  can  be  meaiured 
by  family  income  and  Retell  trade  atatiatlce. 

Hnrtrmry.  ^  ^  > 

It  appear  a  lihat  the  con  tree  ta  that  cxiited  between  Arvin  and  Dinuba  in 
tUo  X040»ji  continued  to  cxiat ^n  the  X960»«»    tn  only  one  aapect,  education, 
haa  Arvlh  Improved  iti  relative  poaltion^    Thii  coMld  be  a.  reflection  of^ the 
role  of  Xcrn  County  aa  the  baaic  adminiitrative  unit  for  Arvln*   A ^ willing- 
tlpaa  to  «ngage  In  civic  affaire  or  inveat  in  en  infratt^tructure  ia  reflected 
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by  ttie  coRtr««t  in  jEOvernnent*!  sttfuctural^ofl  tUo'tvo  coMmunitlcf. Arvln  r«7 
Mined  «f  an  utiincorporatad  comnunlty  in  tha  196Q'a  ^ila  Binaba  h«a*bvi^ 
Incorpora  (ed  aiinca  190*6  <  "  «  , 

triio  curaory  nature  of  tlUa  analysla  ig  racognizad.    Granting  tha  data  • 
limitationai  thla  atudy  tends  to  confirm  tha  finding  that  thare  coatinuaa  to 
bo  a  aig^iificant  effect  on  connunity  atrocturit  aaaociatad  with  difforancca  in 
tha  acaXa  of  farming  operationa  in  tha  two  cotTimuniMag,   Mora  aignlf Icantly, 
thia  atudy  indlcatea  that  tha  effccta  of  larga-icala  fi(ir«'ing  on  rural  com- 
nunity  atructuraa  are  long»laating» 


1 


Xhi^  examinatioh  of  information  on  the  curreTit  cpn<3itions  of 
Arvin  and  Dinub^  twenty-five  years  after  the  original  study  of  these 
tw5stown&^  is  of  more  thaA  passing  interest*    At  the  time  the  original 
stiudy  was  prepared,  one  W  th^;constantly  reiterated  criticism  was  * 

"7^    ]  ■  ■  • 

that  Arvin  was^a  new  to\^  fnd  had  nof  had  time  to 'develop  the  >^ 
amenities  that  Dinuba  had;  , Though  the  report  itself  amassed  conr 
^siderable  evidence  to  demonsttjate  that  this  ctJuld  not  in^  f  act  ha^^  .  \. 
-^jeen  the  salient  factor  in  ctcdjpunting  fo)?  the  differences  betweert 
the  two  towns the  argument  pres|.$ted  in  the  public  press,    Mr,  ' 
Ii^se/s  analysis  demonstrates  that  time  was,  in  fact*  not  the* 
esserftrial' factor,  since  more  time  has  elapsed  since  1944  than  the 
towns  are  separated. in  age,  '  , 

At  the  time  of  the  original  study,  Arvin  "and  Binuba  had, 
according ;  to  e  conbmac  data  m^de  ava:D.able  by  collaborators  in  the 

agricultural  economic  base ,  . 
Arvin  has  had  the  advantage 
of  considerable  growth  in  its  economic  base*    A§\a  direct  result 
of  the  Central  Valley  Project  itself  >  tKeudesaart  lands  to  the  South- 
east of  Arvin  could  be  opened  to  irrigated^ricultural  exploitation. 
I  do  not  have  infbrmation  orv  the  amount  of  land  that  has  beea 
developed  in  the  area  sinc^  1944,  but  judge  jit  to  have  beei>  on  the 
order  Of  a  doubling  of  aoreage  undet  intensiva  crop  production. 


original^fStudy;  an  almost  iden^ 
"The  failiaa?S  is  the   more  important  beS 
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Thus  even  thbugh  trhe  ajonenities  discussed  by  Mi^,  XisORose  remain 
inadequate  by  standards  established  in  Dinuba,  the  town  of  Arvin  has 
at  the  present  time  a  much  larger  economic  base  and  presumably  much 
highe^r  value  of  gross  agricultural  production. 

Such  expansion  was  sdjrtply  not  available  to  the  farmers  of 
Dinuba,  which  w^  hemmed  in  on  all  sides  by  other  communities. 
However  Din uba  has  not  been  entirely  stable.    There  have  developed  ' 
there,  partly  because  the  community  was  a  pleasant  one  to  live  in, 
a  saw  mill  and  a-  number,  of  niinor  industrial- enterprises  *  These 
developments,  together  w^h  possibility  that  Dinuba  became  to  some 
extent  a  dormitory  community  for  people  working  in  the  city  pf 
Fresno  enabled  it  to  continue  its  population  growth. 

it  is  reasonable  ttf  assume  that  had  the' acreage  limitation 
law  been  applied  to  the  lands  developed  around  Aryin,  and  farm 
operators  settled  on  the  Jland,  not  only  would  the  community  of 
Arvin  been  more  closely  resembled  Dinuba,  but  one  or  more  additional 
communities  of  lil<e  cl'iaracter  would  have  come  into  existence. 
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REJ?UBtiICAH  FARTy  PLATFORM,  IBBBi 

"Ifte  oripos^  all  conibinations  of  coi^rat«  capital  in  txusta 
or  othetwifie,  tcs  control  arbitrarilythe  condition*  of 
trade  among  our  citizens* " 

BEMCX^ATIC  PARTY  PLATFORM*  1888: 

'  '     •  •  .    •• '  ■ 

••The  interest  of  the  pepf>le  is  betrayed  when  trusts  and 
cpiribinations  are  permiitted  to  exist,  depriving  the  citizens 
Of ;  natural  competitioti* 


>  TESTIMONY  *- 

'  ■  ... 

Ed  Wimner,  Vice  President 
Public  Relations  Director 
The  National  Pederation  of  independent  Business^  Inc. 

B  B  P  O  R  E 

SUBCOMMETTBE  ON  MONOPOLY 
Senate  Small  Business  Committee 

United  States  Senate 
Washington,  0*  C» 
.    March  2,  1972 

SUBJECT 

CORPORATE  SECRECY  and  AGRIBUSINESS 

TITLE  ^ 
.  ••There  Is  No  Role  For  Giants  In  A  Republic** 


Editorial  from  the  8t.  Paul  Pi<3neer  P*resst 

"The  rise  of  the  conglomerate  (agribusiness  farming)  comes  at 
a  time  when  millions  of  farmers  and  farm  workers  have  been 
displaced.    Figures  show  100,000  farmers  a  year  are  quitting 
the  land,  ahd  1^500,000  still  in  business  are  earning  less 
than  ppverty-leVel  incomes* 

"The  conpetition  from  the  conglomerates  could  be  the  final 
crushing  blow  to  individual  enterprisja  on  the  farm.    The  , 
Congress  should  talce  st^s  to  halt  the  corporate  farhi 
advance  while  there  arg_jtj^  family  farms  left  to  save.  •• 

NPIB 

Public  Relations  Division 
Covington,  Kentuclcy  41011 


3^7 
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IU5PUBLIC  OR  CORP02UerE-.W3:iFARE  STXTE^  JULY  4»  1976 


Hr.  Chalrtnan^  memi^rs  of  the  Senate  Subcotrmlttee  on  Monopoly  4m/k 
»g>IWg<»eig,  I  find  it  a  distinct  honor  to  appear  here  as  a  witness  in 
the. defense  of  the  Jeffersori-^Madlson  concept  of  what  X  believe  THEY  * 
believed  is  baslo  to  PBOPLiE-GROffrH  In  a  free  and  open  society*  , 

As  Vice  President  and  Public  Relations  Director  of  The  National 
Federation  of  independent  Business^  Inc«  ^  which  re^rts  more  than  300#000 
ineiit>eirB»  farin#  banX^  business  and  professional  men^and  women  in  all  50 
states,  X  bear  the  Responsibility  of  so  guiding  nr^r  testimony  that  it. 
reflects  a  majority  mendber  view,  the  views  of  my  fellow  off Icers^  our 
Washington  staff #^  .^nd  our  field  force  of  more  than  300  dedicated  tiMn-and. 
women- 

Wie  know  that  our  nation  is  in  deep  troinble,  in  agri<:ulture#:  industry^ 
finance,  labor  and  government »    Xn  40  years  of  traveling  into  every  nook' 
and  cbrner  of  this  blessed  country,  X  have  never  found  sd  little  faith 
in  the  capacity  of  our  f ree#  private,  competitive,  capitalistic  enterprise 
system,  to  meet  its  challenge;  or  so  little  faith  in  any  possible  return 
to  the  representative  form  of  government  we  pretend  to  cherish. 

This  is  true  particularly  with  regard  to  the  attitudes  among  our 
youth,  end  if  these  Hearings  rei^ilt  in  a  program  designed  to  restore 
t,heir  falHih  in  capitalism  and  representative  government,  a  loud  AMSN  will 
be  heard  around  the  world  from  all  who  love  freedom. 

Let  us  recognize  as  a  sign  of  progress  in  this  dlrectiour  the  upsurge 
of  public  and' legislative  opinion  favoring  curbs  on  the  expens^ioir^  of 
giant  agribusiness,  to  be  followed  by  a  breakup  of  other  giants,"  but  if 
this  upsurge  of  opinion  isn't  guided  into  rational  channels  of  reform,^ 
it  could  sabotage  any  attenpt  to  preserve  the  benef it^s  to  be  derived  from 
large  enterprise. 

3o  rozmy  millions  of  Americans  are  already  so  dependent  on  massive 
corporate  conibines,  massive  iinions,  and  massive  government,  that  any 
serious  breakdown  could  create  the  mass-mob^master  cycle  through  which 
19  civilizations  perished;  a  fact^  our  best  scholars  are  nowvacoeptlng. 

Jefferson  understood  the  yearnings  |uid  potential  of  average  men  and 
women.    He  understood  their  need  to  he  protected  against  predatory  forces* 
and  he  understood  their  dreams  of  becoming  somebodies  in  a  world  of 
nobodies.    "Trust  no  nan  with  power,    he  warned,  •*but  bind  him  down  with 
the  chains  of  the  Constitution  for  it  is  not  to  the  advantage  of  • 

Republic  that  a  ;^ew  should  control  the  neny  when  nature  has  scattered  so 
much  talent  through  the  conditions  of  man*  ** 
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RMjblic  or  Corpor«ttt«1telf«r«  StatiSf  2. 
;  July  4*  1976 


JMMia  Madison,  Who  fathered  the  Constitution,  proved  .all  the 
reasons  for  thi^s  hearing  on  the  role  of  the  giants,  when  lie  /warned  those 
entrusted  with  th^  conduct  of  government,  tot 

y  -  "Bold  fast  to  prograMB,  both  rational  and  nbral#  that     .  .. 

.  have  as  theit  central  goal  a  constant  diffusion  of 

power. •  ■ 

Hen  of  great  learning  in  the^ffaire  of  the  nation.    Hen  of  recent 
^      ;       prominence  in  the  battles  in  the  marlcet  place,  have  kjpj^ared  before  this 
SubcoRBilttee  to  bear  witness  to  the  abuses  of  *'cQr|)orate  oversize**.  To 
belabor  the  nyaterles  behind  the  growth  of  the  so->caIled  giants,  and  the 
threat  they  poae  to  this  Republic.  ...    Adams,  Nader,  Hueller  -  to  name 
a  few,  and  while  they  may  disagree  on  approaches  to  the  ^oblem  of 
giantism  in  corporate  growth,  there  is  apparent  agreement  that  if  t^  . 
problem  isn't  solved,  the  capitalistic  system  Xm  doomed* 

I  It  is  JR^  hope  that  in  covering  areas  in  Which  corporate  secrecy  and 

the  disastrous  effects  of  monopoly  power  are  so  evident,  repetitious 
material  can  be  held  to  a  minimum,  and  i:hat  whatever  contribution  this 
testimony  may  make  in  obtaining  Congressional  reforms  which  may  lead  to  « 
a  "brealcup  of  the  giants, "  that  whatever  is  said  may  be  interpreted  in 
its  proper  light.  > 

Oversize  in  the  growth  of  .'the  giants  of  agribusiness.  Industrial 
conibines,  chein  store  corporations,  banXholding  companies,  or  the  new 
multinational,  multiinternatiohal  conglomerates*  is  no  phenomenon  of 
corporate  genius.    It  is  not  efficiency  of  operation  or  price  advantages 
to  th^  public,  but,  rather,  the  result  of  massive  violations  of/the 
antitrust  lews^  discriminatory,  monopolistic  practices*  secret  affiliation* 
•  and  billions  in  tribute  wrung  from  suppliers,  farmers,  tax  evasions, 
stockmarket  gymnastics^  and  the  people  generally. 

The  end  result  t    The  near  end  to  this  Republic  as  the  last  best  hope 
of  earth,  .and  if^this  glaring  truth  goes  unrecognized  by  the  leader e  of 
our  nation  at  the  conraunity  level  and  at  all  other  levels  of  our  society, 
then  we  must  prepare  for  a  **new  order  of  things"  and  for  the  fulfillment 
very  soon  of  the  prophecy  of  a  great  Chief  Jus  tips  of  your  State  of 
Wisconsin*  Senator  Kelson  ^nd  Senator  Pxoxmire)^  who  said  in  1873 1 

"There  is  looming  up  in  pur  country  a  new  end  dark  power, 
I  cannot  dwelX  upon  the  signs  and  shocking  omens  of  its 
advent.    The  enfcezprises  of  the  nation  are  aggregating 

^  vast  unnecessery  corporate  combinations  of  unexenpled « 

eapit«l«    Boldly  marching*  not  for  •conomlo  oonqtoests 
alone'*  but  for  political  power«    The  qnestion  will  arise 
in  your  deyi    Which  shall  rule*  corxxsration  or  man? 
Which  shall  lead,  money  or  intellect?   Who  will  fill 

^  public  stations*  patriot*  freeman  or  the  feudal  servants 

of  cor|>orete  capital?" 

-  Chief  Justice  Ryan 

Supreme  Court  of  Wisconsin 

1873  ' 


gP^I^"   89-193  0  -  72  J..pt.tiA  -  21  3   -*  ^ 


3368 


Republic  c»r  Corpor«t««.Wl£«r«  8t«t«#  i   ^  3.  ' 

July  4,  1976  ;( 

A  prophetic  warhlng  of  Mr.  H«nry  Luce,  Fortun«  Magazine,  1935,  fort- 
told  in  this  great  publisher's  Inimitable  style,  exactly  what  w  are  seeing 
0  today  In  a  power  struggle  that  only  omnipotent,  unlimited  government  could 
control*    Said  Kr«  Lucer 

finally  neither  bualneaa  nor  government  malces  any 
move  in  the  direction   of*  brea3dng  down  big  laualoess 
Into  smaller,  more  cot^pmct,  more  mobile  unite;  If 
4  bigness  is  allowed  to  remain  the  standard  concept  of 
the  «conow,  then  the  American  bualnessman  <-  American 
politic  lane,  and  In  short,  all  other  American  cltlsens, 
must  prepare  themselves  for  an  order  in  \&tich  the 
powiars  of  government  are  not  limited;  in  which  the 
rlgAt  to  risk  and  profit  is  not  clear^  and  in  which 
the  making,  the  selling  and  eveki  the  buying  of  tha 
products  of  the  biggest  show  on'  earth  are  all 
SQr«terlously  directed  from  above.^ 

Here  lies  the  challenge  behind  this  hearing,  Hr.  Chairman/  and  the 
question:    Rapubllc  or  Corporate-K!elfare  atate#  July  H#  1976?  is  the 
most  stark  reality  ever  to  face  a  people  professing  lOve  of  Ood,  family 
and  country* 

Giant  chain  store  systems,  huge  agribusinesses,  corporate  backing 
coivblnes,  and  a  Congress  that  has  ignored  a  condition  of  eoonomic  isarder 
and  political  suicide  being  committed  in  the  Some  act,  haYo  virtually  DC- 
PXOPXil-ZZKD  the  American  Dream,  delivering  unto  the  next  generation  a 
nightmare  of  confiscatory  taxation,  absentee  ownership  and  control,  govern- 
ment deficits  and  debts,  disillusioned  youth,  farm  lands  made  naked  of 
family  life.  Main  Streets  denuded  of  independent  banks  and  businesses/ 
and  a  condition  in  our  liv«s  when  the  President  of  the  United  States  is 
calling  for  a  federal-guaranteed  charity  level  income  for  26,000,000 
KUUE  BORN  citizens.  ^         -  o  . 

This  is    a    confrontation  of  this  hearing,  Mr.  Chairman,  and  when 
you  dfclared  your  position  in  the  matter  of  ending  giantism  in  this 
nation,  you  were  s|](eaking  not  sinply  for  the  preservation  of  the  family 
farm  and  a  democratic  society  based  on  the  fundamental  principles  we 
cherish  as  our  American  Heritage,  but  your  were  speaking  for  tlwi  preser- 
vation of  civilization  itself  -  grave  as  these  words  may  sound  to 
unfamiliar  ears* 

So  was  Justice  Brandeis  when  he  pleaded  for  an  end  to  chain  store 
growth*    So  was  Congressman  Kright  Patman  when  ha  fought  for  a  graduated 
tax  on  chains  and  an  end  to  giant  baxikholdlng  conpanies*    So  was.  Herbert 
Hoover  when  .he  wrote  that  we  were  **building  yxp  an  tconomlc  autocracy 
upon  which  a  political  autocracy  will  risa***   So  was  jrrariklin  D.  Roosevelt 
when  he  callsd  for  an  **unwindin^  of  all  the  holding  companies^  chains  and 
cosft>ines^  in  his  Monopoly  Message  in  1939,.  ahd  so  was  2>wight  Xisenhower 
when  he  made  the  growth  of  power '  a  cry  of  warning  in  his  rarewell  Address. 
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X  recal!  so  vividly  the  efforts  of  General  NocAtthur  to  unscruible 
the  Zalb«tsu  of  Japan,  and  his  final  conclusion  tijbt  Japanese  managers 
had  been  under  the  control  of  the  few  for  so  many  centuries,  that  the 
then  present  managers  were  Incapable  of  inaXlng  decisions  t^s  the  head  of  ^ 
unscranble^l  enterprises.    The  General  vrote  me  that  ^frestdoM  of  oppor- 
tunity le  isfposaible  in  a  power  econoeiy,    and  I  have  aXways  agreed  with 
his  view  that  the  idea"  of  a  possible  Russian  attacX  was  leapt  alive  as  - 
a  acarecrow  to  meintaln  hug^  escpehditureS/  and  that  commanlat  leader* 
used  America  as  their  scarecrow  to  keep:  doubtful  followers  in  a  atate 
of  uncertain'ty  atid  fear.  \ .  ♦  ' 

Cornnunism  cannot  feed  on  an  economy  of  millions  of  owners  of  homes^  - 
farms  and  enterpriaes  of  all  kinds,  and  no  one  knew  t^is  better  than  Karl 
Marx  who  wrotes  ^ 

'*One  capitalist  always  kills  Many«  fro«  Which  oomss 
the  socializetion  of  the  labor  wovmcmxit,  the  Involve- 
SMtnt  of  the  nations  in  the  world  market  untl^l  every^ 
thing  la  expropriated  by  th«  few.  ^ 

^When  this  happenr,**  he  said,  "we  tho  conmuniatl  wlll^  expropriate  the 
expropriators,** 

What  3^  would  like  to  aak,  do  the  p#ople  of  thlf  country  really  know 
the  identity  of  the  exproprietora  of  Americen^power?   Do  they  see  in  the 
corporate  covcrup  and  intrigue  in  all  fielda,  the  "mysterious  control 
from  above,"  that  as  far  back  as  the  old  Public  Utility  HoUin^i  Company 
Act  hearings^  Owen  D.  Young  could  say  he  didn't  believe  •*Alcr  man,  or 
.man#  have  the  capacity  to  Manage  the  holding  coa(>anies  piled  on  holding 
companies'*  that  gave  private  utilities  an  image  of  public  distrust  tbat 
still  haunts  the  industry.  ^ 

Prior  to  the  crash  of  1929,  few  Americans' knew  where  their  utility 
company  was  controlled,  and  how  many  people  today  can  name  National  Dairy 
Conpany  (Sealtest)  as  operator  of  the  Kraft  Cheese  Corporation?'  How 
many  Americans  know  what  chain  runs  thej.r  department  stores?   Or  >*hen  they 
walk  out  of  one  shoe  store  into  another  that  General  Shoe,  International 
or  Brown  owns  them?  AJao,  leased  departments  of  their  favorite  depattment 
store  chain?    Two  more  stores  down  the  block? 

Xan*t  it  true  that  no  more  than  a  handful  of  consumers  know  that 
Kroger  controls  Top  Value  Stmnp  Cowpany?    Super  X  Druga?    Discount  houses* 
huge  dairy  operations,  bakeries,  meat  proceasing  planta*  broiler  operations, 
canning  companies,  candy  factories,  «t  cetera?    In  some  cities  operations 

under  three  or  more  different  names?    The  topflight  operator  of  

Buffets  was  unable  to  lease  spatie  in  several  shopping  centers  becauae  the 
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d«v«lo|>tri  w«r«  ••cowwitttd^'.  A  call  finally  camr'from  Hontgowtry  Ifird, 
'*coiMi  to  Chicago^*' wh«r«  offioUlii  stat«d  sinplyt,  **¥m  ym^t  to  buy  your 
coM^pmny^  **  «    '  ^  • 

Montgowiry  Htrd  op«rato  Royal  Ch«f  X««taurantB«    Has  bought,  out  big 
na»a  raatauranta  aa  hava  othar  big  chaina#  naarly  all  of  which  chooaa  who  .         .  « 
and  >fhat  ahall  ba  thair  coiRpatition  in  cantata  thay  controls  and  in  aoMa 
of  tha  biggar  ahopjjping  cantara  a  congloiMtata  likm  Rapid  Aaarican  May 
own  thraa  to  aix  lor  avan  mora)  cYyiina,  but  tha  namaa  Rapid  A»arican  or 
Olann  Aldan  navar  appaara*  •  • 

My  tjuaation  -  ItW  HOT?   llhy  thia  ••corporata  aacracy**?   ilhy  not  a 
ragulation  that  aaya  ••«ubaidiai?y  of  Hontgo«ary  MWrd**,  ate,  in  prowinant 
lattara?   Itiy  not  "Oanaral  Fooda*  coffaa-— .-formarly  Maxvall  Houaa**?  <r 
Why  not**Holiday  Inn  >  aubaidiary  of  Gulf  Rafining**?   Ifhy  nottadaratad 
DapartMant  Storaa,  ^ormarly  Shlllito'a,  Laxatua,  or  Vox"? 

Fadaratad  ppana  a  atora  or  buyi  a  coiipatltor  in  a  givart  conwiunity, 
tharaby  oparating  undar  thraa  or  loora  diffarant  idantltiaa.    Xt^  tsriaa 
^'diacount**  from  ona  location  and- than  chargaa  itaalf  with  Mlalaading 
advartiaing*  from  mnothar  location*    A  top  official  of  fadaratad  told  ^ 
■tudanta  in  Miami  that  ''Mbm^^m  ownarahlp  abd  oontroX  has  craatad  tha 
graataat  criaia  in  Amarica  ainca  tha  Civil  1«ur,  **  but  how  mtny  of  thosa 
atudanta  )cnaw  Who  and  What  waa  Fadaratad? 

■  • ,  •  ^ 

tmt  ma  inquira#  plaaaa^  ia  thia  'a^brand  of  corporata  aatfracy  that 
Will  aacapa  invaatigation?      Ia  it  aaoondary  in  importanca  to  Xnowlng 
tha  inaida  workinga  of  a  congloraarata  that  Jugglaa  ita  accounting?  Playa 
chacXara  with  ita  aubaidiariaa,  and  malcaa  tha  IRS  look  liKa  H«  ilocH 
6  Con|>tRy7   Do  wa  hava  a  '*rola  of  tha  gianta**  hara  that  maHaa  Haublain,  ' 
Inc.  (alcoholic  bavaragaa)  buy  up  Kantuclcy  Friad  Chlckan      a  aura  ahot 
that  Colonal  Sandara  **fingar  lickln*  good**  chicXan  will  taata  battar 
waahad  down  by  Baublain? 

X  wondar  if  any  conglomarata  would  awallow  Xantucky  Friad  Chlckan 
antarpriaaa  if  thay  had  to  ocnglomarata  tha  nama?   1fouldn*t  thia  ba  ona 
affactiva  approach  to  raducing  mkrgara?   So  IRS  could  collact  mora  taxaa 
and  *  Frankla  and  Johnny*    would  know  whoaa  chickan  thay  vara  *  f ingar 

lickln*  7 

Shouidn^t  tha  houaawlfa  know  that  90^  of  tha  caraal  aha  put  a  on  tha 
tabla  comaa  from  FOUR  coNpaniaay  tha  toaat  aha  aarvaa  from  a  conglomarata 
in  Kanaaa  City,  and  tht  buttar  and  craam  from  giaht  Bordao*  national 
Dairy,  Ooldao  Stata,  or  ForaMoat  -  tha  lattar  baing  in  tha  whlakay  bual-'  4 
naaa,  ona  of  tha  biggaat  wholaaala  drug  pparatora  iMtSKaaaon  6  Robbina)^ 
and  ownar  of  a  nyriad  of  unidantifiad  corporata  antitiaa? 
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A*  for  old-time  «ccrecy  uncovered  In  the-  Roblnion-Patitwrn  Act  inveitl- 
g«tlon«^  It  v«8  brought  out  that  MJP  forced  bllllona  of  dollars  out  of 
fluppller^a  In  aecret  arrangements  and  payoffs  that  enabled  thein  to  buy  up 
great  holdlnga  ana  expand  aha  expand  until  they  had  virtual  control  of 
the  fruit  and  vegetable  buaineaa  In  the  areas  they  aerved*    AWP  reported 
10%  of  all  retail  food  aalea,  and  In  advertising  cainpalgna  paid  for 
largely  by  their  big  aup^llera,  they  were  able  to  bulldoza'  eountlaaa 
tlwuaanda  of  Independent  auppliers  and  retallera  into  the  dltchea  of  bank- 
ruptcyp  ruining  uncounted  nujrfcera  of  amall  growera,  poultry  ralaera,  dairy 
plant  owner a »  and  amall  dairy  producer a » 

Conalder  the  chargea  made  by  the  National  Farmers  Organization  and ' 
Hatlonal;  Farmers  Union  that  60  million  consumer  a  paaalng  through  ttirnatllca 
every  week  give  the  giant  chalna  a  power  that  enables  them  to  yo-yo  tha 
price  of  pork,  beef,  lamb,  dairy  produeta,  or  any  other  agrlculttural  com- 
modity? that  with  every  exetciae  of  this  power,  more  country  achoola  and 
churches  are  emptied,  and,  saya  a  South  Dakota  reports    *For  «T«ry  aix 
^farmara  who  leave  tha  land,  a  amall  bualneaa  turns  out  its  lights.  *•  ' 

^       Yet,  we  who  seek  sn  end  to  such  power  ar#' accused  of  suffering  from 
ihoatalgia  for  the  •♦Hiram  hayaoada  witb  a  foot  Ion  a  rail  and  a  attaw  in 
jth*  mouthy*  as  being  rcpreaentative  of  Ai»aric|in  agriculture. 

As  Drrf  Earl  Butz  put  it,  prior  to  fcacoming  U.S.  Secretary  of  r.- 
Agriculturei    ••rarma  are  going  to  g«t  biggar,  and  you  farmers  battar  conform 
or  else,    but  while  he  was  saying  it,  the  best  equipx>ed  and  biggest  inde- 
pendent farma  in  the  country  were  headed  for  Ibhe  auction  block  because  they 
didn't  have  the  profits  of  big  conglomorates  »ueh  as  British  Petroleum  %d.th 
its  giant  feed  lots,  or  Tenneco  with  nearly  100  aubaidiarles  to  fall  back 
on.  ^ 

Our  "National  Federation  of  independent  Business,  «nd  other  organi- 
zations such  as  NPp,  NFU,  NARD,  I8A,  and  the  hundreds  of  state  associations 
and  local  chamber^  of  Commerce  we  work  with,  lare  not  anti-bignassr  nor  do 
we*  or  they  uphold  inefficient  amall  enterprise  ss  a  way  of  life.'  Vfo  siaplV 
believo,  with  men  like  Qrandeis,  that  a  release  of  the  "energy*  initiatiir«« 
rasourcafulnassj,  inventive  genius,  leadership,  and  antarprisa  of  the 
many"  is  the  only  approach  to  limiting  the  gt^wth  of  giantism  which 
Justice  Brandeia  believed  was  **a  moral  and  constitutional  responsibility 
of  government. ...    How  else  to  prevent  higgler  welfare  programs? 

Probably  no  bettor  cxanplo  of  the  far-reaching  role  of  giantism  could 
be  found  than  the  ramifications  of  Sears  Roebuck,  described  by  the 
Falrchild  Neva  as  '•a  aociologicaX  and  psychological  factor  in  tha  axiat- 
ence  of  tha  nation  and  even  tha  world;  its  life  line  coursing  through  all 
walks  of  life***  i 
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r«lrchlld  vtnt  on  to  aay  that  Sear  a  aells  gooda  to  oim  out  of  thr«a 
famillaa  in  the  U.S.,  and  ia  •'capajjl©  at  any  timm  of  dalivarlng  a  )oK>cXoiit 
blow  tq  It  a  coa|>atltora     -  wanting  MontgoaMury  Wurd  to  hm  atrong  to 
loaap  th«  govarsvaant  off  Ita  back*** 

K  bare  gllmpaa  behind  the  velvet  curtain  of  this  monater  (vihljitt 
cataloguea  Rural  America  a»d«adda  up  $10  billion  In  aales  and  »or#t;han 
1#000  outleta)  reveala  a  aeries  of  vlolatlona  of  the  apirlt  aflrtf  Intent  of 
the  antltruat  laws#  and  a  hold^n  public  opinion  that  is  without  a 
parallel  in  thia  so-Called  "Free  Republic**, 

Staff  reaearchera  of  the  HoUae  Banking  and  Currency  Coandttee  re- 
ported Xlllnola  Continental  Bank  holda  two  Interlocking  dlrectorahlpa  on 
the  board  of  Allatate  Jnaurance  Company^  aubaldized  ao  heavily  by  Seara 
Roebuck*  * 

One  of  the  two  men  is  not  only  a  director  of  both  Continental  and 
*Allatate#  but  la  preaident  of  seara*    Another  Continental  director  ia  a 
director  of  Sears  and  Chairman  of  the  Board  of  Allatate  7ire  and  Allatate 
Life,  -nr  , 

Sears'  Board  Chairman  is  a  director  of  First  National  Bank  of  Chicago 
which  is  so  big  it  could  make  many  conglomerates  look  like  pyga^.ea«  Zo 
turn^  the  Board  Chairman  of  Firat  National  Batik  &  Truat  Company^  fifth 
largest  Chicago  bank#  haa  a  director  on  Sears  ^  boar^a/  and  there  la  a 
seara  Bank  and  Trust  company  in  Chicago/  and  Allatate  Life  ouna  lOS  of 
its  aharea* 

SO/  What  do  we  have*  in  thia  Ijiatance?   A  chain  holding  coapany 
holding  a  banl<holding  conipany?   Doea  anyone  really  know  what  it  actually 
is/  or  what  it  represents?   Mhat  effetit  -  such  power  in  foreign,  oountrlea? 

Look  at  Cleveland/  OhlO/  a  dying  city  surrounded  by  a  ring  of  Seaira 
ahopping  centers  that  draw  people  from  ita  core  and  from  all  autrounditg 
conmunities/  aucklng  the  llfeblood  from  Ita  economy  like  a  huge  vanpire. 

For  many  years  there  waa  a  rule  in  this  country  that  a  corporation 
couldn't  operate  ita  own  mutual  fund/  but  Sears  aucceeded  in  having  it 
repealed/  and  created  the  Allstate  Ent^prlies  Stock  Fund/  a  aubaldlary 
of  Allatate  Insurance  with  8/000  salesmen  and  a  million  proapectlvea* 
Fifteen  million  tihaies  were  reglatered  wHch  were  sold  out  overnight. 

Seara  is  building  the  world' a  largest  office  building  in  Chicago* 
Haa  a  50%  or  more  intereat  in  105  manufacturing  companiea*    pperatea  « 
chain  of  finance  companies*    Flnancea  over  $2/500/000/000  in  credit  galea 
reporting  18%  interest  .earned*    Is  in  the  industrial  supply  bUslneaa*  Haa 
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AXlatmt*  Motor  ciub.    X  tle-ln  'Vlth  RCA  and  Shell  Oil.  Moving 
heavily  into  the  floral  business*    Operates  restaurants  under  old  names  ' 
vith  no  Sears  Identification  In  view.    Kuns  drug  stores^  tire  centers/ 
service  stations,  and  Iticoinc  tax  preparation  stands  -  Sears  Tovms  -  and 
In  recent  months  hafs  'tied  up  with  the  Marshall  Fields  chain  In  a  Joint 
development  cornpany  to  build  gargantuan  shopping  centers  that  will  Include 
bou^jlng,  educational  and  recreational  facilities  -  phaslngi  out  all  con- 
cessioners Who  might  compete  with  its  own  chain;  and  who  Xnows  what  els*? 

The  retail  business  of  1971  reached  a  total  of  $350  billion  that  is 
being  monopolized#  terrorized^  bureaucracy-ized  and  socialized  -  not  for 
any  reasons  of  "efficiency"  of  size,  or  for  the  public  good,  but  to 
satisfy  the  uncontrollable  greed  of  Its  architects.  ^ 

Senator  Hugo  Black,  who  carried  his  sentiments  into  his  Supreme 
Court  decisions,  said  in  193 5 r  that  ''chains  in  onr«rything  will  grow  in 
such  slza  and  power  until  soiieday  America  will  hm  controlled  by  «  f«w 
corporate  Masters. 

Senator  Burton  K.  Wheeler  predicted  an  "econoadc  plutocracy, "  and 
senator  Joseph  O'Mahoney,  one  of  the  greatest  minds  ever  to  grace  the  U«S. 
Senate,  pleaded  with  those  who  feared  monopoly  power  to  f)&eep'  the  faith**> 
that  this  government  "is  not  blind  to  power,  and  once  forMtd,  the  AMerican 
people  will  coMMi  to  the  defense'  of  their  Heritage.  ** 

These  men  were  Democrats,  but  what  about  the  statement  of  Senator  ' 
B4rry  Goldwater  in  1958  when  he  spoXe  of  the  possibility  of  "one 
corporation  controlling  retailing,  **  and  what  about  the  late  President 
Blsenhower  and  some  of  the  other  moat  outstanding  Republicans  of  today, 
in  both  the  House  and  Senate,  who  see  what  Black,  Wheeler  and  O'Hahoney 
viaioned  so  many  yearo  ago?  -  "Giantism  biggest  U.S.  threat. "-Bob  Taft#8r. 

Joh«  K.  Jesoup^  Chairman  of. the  Board  of  Editors  of  Luce  Publications, 
voiced  the  challenge  before  this  Committee  and  before  Congress,  The  White 
House  and  federal  enforcement*  agencies,  when  he  declared  In  Xiifet 

"Fifty  years  ago  all  corporations  were  limited  in  iheir 
right  to  own  other  corxwrations.    They  con  bo  Halted 
again.    A  law  providing  for  some  form,  of  federal 
Incorporation  could  change  the  whole  course  of  corporate 
development."    Mr.  Joosup  continued: 

"Such  ft  law  would  be  unwise  (our  own  jposition)  if  it 
reduced  the  size  of  business  units  below  naxlMtm 
efficiency,  but  many  businesses  ere  too  big  for  their  own 
good.    They  have  long  passed  the  poi^fit  at  which  (one 
economlot  describes  it)  the  savings  of  large  scale 
I      ^  production  are  offset  by  the  wastes  of  large  scale 

(see  next  page) 
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(a«MUp  ctiiota  continu«d} 

'    .  ■         '  ' 

oY*r«ight»    •««    llo  gofiwKMMmt  can  «v«r  Ioc«t«  that 
point  axactly  for  wfcy  indtuitry^  but  oura  cmn  «t 
I«Mt  mPw  «  start;  m  CAK  0m>81  CTWCKilAHY 

Both  tha  Datroit  Ytaa  »raaa  and  Datroit  Daily  llaici  Mada  tha  aama 
racoMMndationa^  but  includad  labor^  and  both  a^raad  that  if  nothing 
ia  dona  along  thaaa  linaa^  than  aoma  nav  £or»  bf  control  ovar  tha 
.;Qparationa  of  tha  giant  a  will  hava  to  coma. 

Tha  praai^ant  of  National  Biacuit  CoH^pany  auggaata  ^manufacturara 
might  hava  to  craata  thair  own  jointly  ownad  diatribution  ayataaw  to 
conpata  with  the  chaina*    An  axcuaa  givan  by  aoMa  off iciala  of  huga  agri- 
buainaaa  congloaiarriitea  who  viaw  tha  aconoaiy  aa  a  a»orgaaboard  at  which 
to  continuoualy  aOrge  thaaiaalvaa  with  mora  companiaai  to  ba  powarful 
anough  to  dabi  with  tha  giant  diatrlbutora.    Ifhara  doaa  thla  cowbinatiOn 
laava  tha  individual  antrapranaur  if  not  in  aconoiaio  oblivion? 

'  During  tha  pariod  of  1900  to  1904,  Sanator  Killiam  Maaon  (Illinoia) 
aaw  what  waa  to  culmlnata  in  tha  Pann-Cantral  banlctuptcy  and  tha  dacay  of 
indapandanca  undar  tinanforcad  lawa  daaignad  to  praaarva  thia  Rapublic^ 
whan,  in  tha  mldat  of  hla  fight  againat  tha  Rockafallar-railroad-magnata- 
covnbinarha  caatigatad  lawmaXara  for  introducing  anti-monopoly  lagialation^ 
at  tha  baginning  pf  aach  Congraaa,  only  to  It  it  dia  and  than  ra- 
intro4uca  it  again  with  long,  uaalaaa  atudiaa  that  gat  nowhara. 

Haven  <t  such  worda  aa  thaae  echoed  down  through  canturiea  of  neglect 
of « the  power  iaaue,  and  haven't  they  proven  to  be  true?    In  the  very  aama 
year,  1904,  in  which  Senator  Heaon  felt  ao  helpleaa,  the  IMl  Street 
Journal  loolced  at  the  power  problem  and  aaid,  editoriallyi 


fKhare  elae  haa  there  been  auch  concentration  of 
capital  aa  in  the  U.8.7   No>«here  elae  doea  it  in- 
volve ao  nuch  grave  pmril  aa  in  thia  country,  for 
it  raiaea  the  queation  whether  free  governawnt  mtv        \.  ^ 
not  break  down  undar  auch  financial  power  aggregated  it^ 
in  ao  few  handa*    It  ia  Juat  thia  aituation  which  ia 
responaible  for  the  prevailing*  unrest  and  diacontent.,^ 

(Sixty-aix  yeara  later  thia  aama  great  publication  (whoae  editora 
have  shown  unlimited  guta  in  reporting  the'  ahananigana  of  ita  aubacribera) 
featured  an  article  by  X4ee  Barton,  staff  writer,  in  Which  Hr*  Barton 
looked  into  the  future  to  see  the  last  con^any  in  the  V.S#,  Qimaral 
Motora,  being  taken*  over  by  »*AJi»rican  Consolidated  Everything  Co«porationt" 
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8«niu«l  Pl«»r«  in  another  fact-packed  analysis  of  tha  multl. 
Internatldnal  conglometatas  (which  Peter  Peterson  wants  CongriTss  to  help 
soMe  more)  declared s 

m  "feeding  upon  itsel£  lllce  a  sorcerer  *s  apprentice, 

the  Multiinternational  entity  has  detached  itself  ' 
froMi  its  AMsrican  aioorings,  re-surfacing  on  all 
continents  as  soMsthing  infinitely '^re  coM|plex#  but 
without  allegiance  to  any  sovereign  nation  or  po^ 

^  XitlcaX  doctrine  -  a  new  stateless  challenge  roaadng 

the  globe  in  disregard  of  national  law,  f iscaX 
supervision  or  prevalent  business  standards. 

**Xf  political  power  is  unable  to  lead  in  the  attenpt 
to  create  orderly  ground  rules,  it  wiXX  have  to 
follow  econoailc  x>ower  in  the  creation  of  a  super- 
n«t lonely  Multiinternational  systeoi  of  rules  and 
Institutions  without  which  the  system  will  not 
survive. 

Mr*  Chairmani  nyenA>ers  of  this  Contnlttee,  X  beg  you,  tell  tis  what  you 
think  we  can  do  to  preserve  this  Republic*    Can  there  be  any  good  in 
allowing  the  ITTs  of  **X  Took  6  Take"  to  build  their  cotrporate  entires 
without  any  ground  rules  or  ciirbs  on  their  appetites?   Did  Paul  Jones, 
Olenview,  Xllinois,  State  Bank,  pilit  the  right  tab  on  them  when  he  said 
they  suffer  from  '*Hegalomania'*7   Has  President«Hixon  playing  mouthMsh 
politics  when  he  said  "we  are  on  the  Roman  road  to  decay**,  suggest in<r  ^ 
X  ^     do  something  about  the  giants  before  they  tJKDO  democraoy?   Are  we  to 
ignore  Oren  Staley,  President  of  MFO,  Who  says  the  agribusiness  con«  - 
glomerate s  and  their  SiaroeiSfe  twin  counterparts  are  moving  into  all  parts 
of  the  economy  and  the  world,  and  are  putting  out  the  lights  in  Rural 
America?   Can  we  ignore  a  Hi  Hard  Roc)^ll  who  sees  the  loss  of  our  eco- 
nomic independence  and  markets  at  home  and  abroad  as  a  world  disastat? 
A  disaster  that  can  be  prevented  only  by  unifying  the  faftiily  farmers. 
Independent  businesses  and  local  bankers  behind  the  fundamental  principles 
that  gave  meaning  to  free  enterprise  and  representative  governamot? 

**America*s  Vaat  Heartland  Orows  Still**,  headline,  Detroit'' iree  Vress, 
Hoveinber  16,  1971,  under  the  byline  of  George' Ca>itor  who  unraveled  a 
heartbreaking  account  of  land-fleeing  farmers,  children  being  herded  into 
the  city;  the  words  of  a  State  Senator  rancher,  farming  28,  OOd  acres t 
**Xt*s  all  going  back  to  Darwin  *-  survival  of  the  fittest*'*  rifty-tvo 
fiunilles  down  ifi  one,  and  boarded  up  stores  in  Mswell,  Michigan;  two 
grocery  storeS>  a  druggist,  cleaning  plant,  etc*,  OOMX.    The  doctor  so 
far  Away  you  won't  dare  get  sick  **when  the  snow*S'  down**. 

On  my  desk  is  a  letter  from  Governor  forrest  H.  Axider son;  Montana, 
who  statea  that  his  State  is  being  taken  over  *'by  huge  agribusiAesses", 
M  end  he  doesn*t  know  what  to  dq«    He  wants  to  know  if  HlHMer  knows  Vhat 

to  do.  Another  letter  from  James  Ixon,  fighting  family-farHv- 

minded  Governor  of  Hebraska  whl^re  support .  is  building  vp  behind  a  bill  to 
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outlmw  purchas*  of  lf*br«i1ca  far»  land  by^  any  corporation  with  laor*  than  '  < 

|3  Million  in  aiiati*    Ha  views  every  corporate  takeover  with  angry 
■lar»«  a  feeling  shared  by  Hlnnesdta's  Governor  Hendell^R*  Andaraon  whd 
{Promises  support  for  any  legislation  that  Is  designed  to  stop  the  outaldacs 
fro*  land<-grabblng  Minnesota.  V  " 

J    ■  ■  •  •  .   .     .  ^ 

These  men^  lllce  Jefferson  and  Madison,  like  John  Knight  of  the  ^ 
,       2>etroit  JPree  Press  who  called  the  giants  '*the  curse  Of  America",  are 

either  right  or  wrong,  and  if  they  are  wrong,  then  for  God's  saXe  let* a 
quit  fooling  our  kids  with  free  enterprise  and  representative  government 
talk,  and  send  eur  Declaration  of  Independence  and  Constitution  to  some 
undeveloped  country  where  people  can  use  them  in  their  pursuit  of  peace# 
^        prosperity  and  happinesa  as  they  were  once  pursued  by  non-welfared 
^        Americans.  '  . 

Surely#  t^e  thought  of  such  a  catastrophic  event  should  strike  WtROIt 
into  the  hearts  of  any  American  who  loves  his  flag  and  what  it  stands  fori 
*'n:,eedo«  Under  Ood"  ^  not  Charity  Under  the  State        the  Wlf are  State 

^  which  the  experts  say  we  will  "march**  to,  'Jxay  A,  1976.    .  ^.     If  not, 

why  are  we  talking  about  guaranteed  annual  wages  for  26  million  free  born 
Americans,  and  passing  out  billions  of  dollars  in  subsidies,  and  getting 

^  ready  for  over  9IOO  billion  in  federal  deficits  in -three  years? 

I  repeat  the' question,  Mr.  ^President,  Mr«  "Chairman/  and  Meabera  of 
the  House  and  Senate  of  the  United  States t    If  the  big  chains  and  agri- 
businesses^  and  bankholding  co«panles»  ara  ao  good  for  this  nation,  why 
our  debt,  crime  and  welfare-ridden  citiea?'    ««•     ffhy.jtha  liquidation  of 
the  Middle  claases  by  confiscatory  taxation?    «««     Wrf  tha  frustration 
of  Millions  of  our  youth  who  haYeHx>  faith  in  fr#a  antarprist  or  repre«' 
sentstive  governMent,  and  why  such  abject  fear- of  Communism  that  wa  shake 
!knd  quake,  and  spend  and  spend  and  .tax  every  time  the  commlsaars  announce 
a  new  ship,  mlsaiXe  or  submarine? 

Kashingt on  libraries,  basements,  dungeons,  files,  ahelves,  and 
closets  are  stacked  with  th«  results  of  hearings  on  the  Sherman  Act,  and 
all  the  way  up  to  the  hearings  on  Kobinson-Patmsn,  Bankholding,  Celler- 
Kefauver,  before  which  I  testified,  nc,  pec,  SIC,.  ICC,  Justice,  Small  .  ^ 

Business  Conmlttees  and  oUbeonmlttee  investigations  by  the  hundreds  hava 
revealed     the  destructiveness  of  OVERSIZE  -  each  searching  party  to 
finally  lose  what  they  were  hunting  for,  on  the  next  Congressional 
calendar, 

Persons  appearing  before  this  and  earlier  comnlttaa  hearings  on 
monopoly  power  nave  placed  ^considerable  emphasis  on  the  merger-mad  drive 
of  Harold  Ganeen,  ITT,  They  have  enumerated  the  events  that  led  to  the 
aoonomlc  and  political  insanity  that  culminated  in  such  a  bigamous, 
corporate  marriage  as  the  Kaw  York  Canttal  and  Vannsylvania  Jtailroad  with 
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^      ■  V       :  .  ' 

aasnb  '400  subsidiaries,  merger  consiunmated  AFTER  ouir  NF^  office 

.  .^Covington#  Kentucky)  and  such  economists  as  I^eon  Keyseflincff  predicted 
it  would  result  In  the  biggest  bankruptcy  in  corporate  history* 

"  ,    Xn  a  speech  in  Washington^  attended  by  Members  of  Congress ^  ^XCC 
o££icialSi  a  number  of  lavfyers  representing  the  railroads,  Mr.  Keyserlinge 
and  repreaentatives  of  the^risss^  X  said  that  the  president  of  the 
Pennsylvania  had  argued  the  metrger  would  lead  to  "favlngs  to  be  u«ed  to 
in|>rove  passenger  service^ "  but  that  oh  a  later  occasion  he  declareds 
''He  will  liave  at  least  $100,000,000  more  to  invest  in  non-rollroad 
enterprises**    ^        .  .  ^ 

My  point  is,  here  we  had  a  demonstration  of"  corporate  secrecy  and  . 
giantism  that  unquestionably  has  put  the  railroads  on  the  trade  of 
ultimate  -  nationa^zation  if  present  treads  continue^  so  vAiat  now? 

'  l^id  the  American  people  have  air^  idea  of  >diat  was  really  going  on 
behind  this  merger? 

,        Did  the  directors  of  either  railrbad^  know  of  the  manipulations  of 
tHe-  few?."  Did  the  bankers  and  the  Supreme  Court  know?  ^ 

Was  there  ipre  than  a  handful  of  otherwise  inform^  people  in  high  . 
public  office  who  had  taken  the  trouble  to  find  out  that  the  Pennsylvania 
owned  hundreds  of  tKcusands  q£  acres  of  valuable*  undeveloped  land, 
housing  developments,  shopping  centers,  entertainment  and  recreational 
properties,  plus  all  those  buildings  on.  Park  Avenue;  plus  trucldng  qOM- ' 
panles,  airline  services*  ahd  additional  investment  properties  no  nian  or 
group  of  men  could  possibly  guide  in  the  ptiblic  ,  Interest? 

Someone  has  brought  :Out  in  these  hearings  that  a  company  like  Maytag 
mu&t  report  virtually  aj,l  of  its  corporate  affairs  to  the  IRS  and  other 
agencies,  but  Frigidaire' can  Itiirtp  its  reo^rts  with  those  of  General 
Motors.    This  causes  me  to  as^t    what  about  Chainpion  Spark  Plug  Conpany 
vs.  AC  Spark  Plug  Company?    Fisher  Pen  Confiany  vs.  a  Gillette? 

It  took  25  years  of  unceasing  effort , to.  win  separation  of  GM^rora 
du  Pont  -  amid  predictions  of  a  stockmarket  crash  and  other  eruptive 
forces  that  would  "reverberate  throughout  the  \diole  economy, "  but  stocks 
of  both  conpanies  went  up,  GH  was  released  from  du  Pontes  monopolistic 
.posit idh  in  selling  and  servicing  major  needs  of  the  giant  motor  car 
'  ^nuf acturer,  and  GM  officials  were  free, of  the  du  Pont  influence*  All 
over  the  country  it  was  said  it  couldiVlL  be  done*  but  it  was*  and  if  the 
drive  to  separate  GM  £rom  GHAiC  had  sucaieded,  it  is  very  likely  that  no 
fe^r  thiui  a  thousand  .  auto  finance  companies  would  still  be  business, 
anq^Eord  and  Ch^sler  would  tfOT  have  entered  captive  financing* 

Belaboring  General  Motors' has  become  almost  a  habiti  but  isn't  it 
fair  to  question  the  enormous  power  of  this  giant  and  the  union  poimr 
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that  acconiENuiies  such  size?    ShoulOn't  we  ask  WKY"  a  takeover  of  AC  with 
no  reduction  in  the  cost  of  AC  plugs  and  no-  quality  superiority  over  an 
independent  sUch  as  Chanipion?    Did  we  get  more  sturdy  auto  bodipjs  >riien 
GM  absorbed  Pifsher  Body?    Did  GM  build,  a  superior  refrigerator,  after 
absorbing,  Frigidaire?    Ought  not  the  retailing  of  automobiles  be  com- 
pletely free  frora  con5>etition  from  either  GK-owned  or  controlled  retail 
outlets?    When  do  buyers  know  when  .they  are  not  dealing  directly  with 
General  Matots? 

Prior  to  1889,  no  state  had  conferred  uppn  any  corporation  the 
privilege  of  buying  Up  the  stocks  of  another  corporation,  but  in  that 
year  the«  State  of ,  New  Jersey  changed  its  laws,  allowing  a  corporation  to 
file  and  proceed  to  buy  the  stocks  of  another  corporation  or  its 
properties,  and  to  issue  stock  as  payment.    Right  here  is  where  our 
present  "role  of  the- giants"  had  its  real  beginning. 

By  1893,  all  any  corporation  had  to  do  was  put  a  clerk  in  some  hidden 
office  in  the  state  in  order  to  ^bypass  the  antitrust  laws  of  any  other 
state,  and  by  putting  three  employees  in  New  Jersey,  there  wasn't  anything 
the  merger  crowd  couldn't  do.    In  quick  succession,  Delaware;  Oklahoma; 
West  Virginia ^  Maine;  South  Dakota;  New  York;  'and  Nevada  fell  in  line. 
We  know  pretty  much  about  what  followed  until  the  1911  Standard  Oil 
decision. 

Out  of  that  breakup  were  born  nearly  2,000  new  coiapetltors  in  the 
oil  industry.  Wildcatters  flourished  and  a  new  era  was  opened,  but  tpday 
Standard  of  New  Jersey  is  operated  like  an  empire  -  a  government  within 
a  government  -  and  its  subsidiary.  Humble.  Oil,  is  moving  into  every  part 
of  the  country,  swallowing  up  competitors,  masquerading  under  nvimerous 
aliases,  and  is  now  big  enough  to  swallow  its  parent. 

Standard  of  Indiana  absorbed  three  insurance  companies  in  succession. 
Standard  of  California  swallowed  Standard  of  Kentucl<y,   et  cetera,  et 
cetera,  and  across  the  whole  country,  independent  dealers  dsorcalled) 
compete  with  their  own  masters,  are  ousted  from  their  little  businesses 
on  the  slightest  pretence,  and  in  many  cases  forced  to  take  on  rigged 
games  and  trading  stamps,  with  no  recourse  to  regulating  agencies  that 
promilses  relief. 

Operation  of  a  service  station  is  a  natural  inculsator  for  the  develop- 
ment of  individual  enterprise  and  economic  independence,  so  wi^  not 
divorcement  of  the  giants  from  operating  tire,  accessory  or  retail  out- 
lets of  any  kind?    From  operating  motels,  restaurants  and  a  myriad  of 
other  enterprises  opened  with  billions  of  dollars  in  depletion  and 
double. depreciation  allowances?    This  country's  free  enterprise  was  ' 
supposedly  conceived  to  provide  an  opportunity  for  the  greatest  possible 
number  of  NOBODIES  TO  BECOME  SOHBBODXSS,  but  we  let  the  monopolists 
reverse  the  process,  and  we  are  making  NOBODIES  OUT  OF  SOMEBODIES  - 
all  the  way  up  and  down  the  economic  ladder. 
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May  one  wonder  if  ve  Americans  haveh't  shown  the  most  abject  sub- 
mlsis^on  to  corporate  oversize  of  any  people  who  ever  had  a  taste  of 
freedom?    Has  our  worship  of  Standard  Oil  to^ today's  K  Marts  become  a' 
parallel  to  those  who  closed  their  eyes  to  murder  on  the  high  seaSi 
rustling  in  the  stolen  silks  of  the  Captain  Kidds?    Has  the  vassalage 
of  dependence  laecome  preferable  to  independence  -  If  there  is  attached 
to  it  a  promise  of  **flonvething  for  nothing*'  among  the  junk  of  the  dis^ 
counter^  or  in  a  handout  from  the  state? 

Mr#  President,  Mr*  Chairman,  .Members  of  Congress  and  ;federal  agencies 
delegated  with  the  responsibility  of  stijengthening  and  enforcing  anti- 
monopoly  lavs,  X  say  to  ypu  that  no  person,,  young,  ol^  or  unborn^  is 
escaping  or  will  escape  the  dire  influences  of  the  giantism  that  pervades 
every  function  of  this  society,  and. I  say  to  you,  with  Oliver  Wendell 
.Holmes,  Lord  Acton?  the  many  patriots  among  NPIB  members,  »j;rf,K.  Swaim  of 
NFO,  Congressmen  Ifon  Clausen^  H,       Gross  and  John  Dent,  and,  yes,  I  say 
with  all  the  Presidents  since  Washington,  that  only  in  decentralization 
do  free  men  keep  their  freedomi  and  if  we  fail  now  to  meet  rural  and 
Urban,  national  and  international  challenge,  our  youth  will  meet  it  in 
ways  that  may  break  out  hearts.    They're  in  the  first  stages  of  oi>en 
rebellion  against  what  they  have  identified  as  some  kind  of  - 
"KSTABIilSHMENT'*,  but  are  as  confused  about  it  all  as  a  termite  in  ar 
plastic  yo-yo,  .    ■  ■ 

o  .       ■      '  " 

Yet,  who  in  high  places  could  undo  any  confusion  by  telling  them  how 
Jiitmie  liipg  put  an  LTV  together  with  hundreds  of  millions  in  defense 
dollars?    Take  oVer  a  Wilson  Packing  Conqpany  in  an  overnight  maneuver,  or. 
a  Jones  6  Laughlin  -  with  more  LTV  paper  money?    Who  could  justify 
Greyhound's  conglomerate  merging  with  Armour's  conglomerate?  Goodrich 
appealing  to  Ohio's  Governor  to  protect  it  against  Gulf  it  Western r Host, 
lnc#  absorbing  Cudahey;  Meshulam  lUklis  trading!  Rapid  American  Paper  for 
plen.Alden  Paper?  Corporate  secrecy,  a  corpocracy? 

Riklis  owned  13%  of  Rapid  American;  Rapid  Ainerican  owned  5094  interest 
in  McCrory;  McCrory  had  149^  interest  in  Glen  Alden;  Riklis  also  cbairman- 
of  McCroiry;  McCrory  '*owned"  Best  6  Co*  and  Lerner  stores,  and  with  Lerner, 
McClellan-^Gleen,  Green,  National  Shirt  Stores^  Shopmobile  and  »fc:Crory 
restaurants  under  some  other  alias  (all  of  which  may  go  into  a  single 
McCrory  shopping  center) ,  and  ALL  appearing  in  the  pUblic  mind  as 
"GOMPBTITORS'*. 

Add  to  this.  Rapid  American-^len  Alden^McCrory  cross  word  puzzle,  the 
;  control  of  Schenley  Distillers;  and  through  its  RKO-Stanley-Warner  hold-, 
iiigs  its  theatre  operations;  and  through  its  BVD  and  Playte)c  Divisions 
operating  in  32  states,  and  where  do  we  end  up  except  in  a  suffocating 
veil  of  aecrecy  and  corporate  giantism? 
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CotigreMiaan  H»  R»  Gross, (Iowa)  iiitroducod  loe  a  long  tiros  ago  as  a 
practiqal  idealist,  and  I  want  to  he  idealistic  and  f>racfcical  about  this 
issue.    It  doesn't  take  much  of  either  to  Icnow  that  in  this  Rapid 
American,  Glen  Alden,  HcCrory  corporate- menagerie  \re  have  a  non-free, 
non-capitaliitic  conglomeration  of  economic  power  that  the  body  politic 
is  presently  unable  to  cqpe  with.    It  is  true  that  FTC,  Justice,  and 
Congress  have  held  in  check  enough  economic  power  to  give  us  our  chance 
for  a  turnabout;  a  chance  to  unscramble  these  conglomerates,  but  if  it 
all  bolls  down  to  a  Vietnam  approac5h  to  the  problem,  no  maior  victorv 
on  any  front  will  be  possible.  ' 

■  ^  ^  ■  ^^^^  generally  will  agree  that  it  doesn't  take  a  giant  to  run  a 
^  haberdashery,  a  phairraacy,  neighborhood  food  stote,  machine  tool  shop,  or 
a  bank.    That  Main  Street,  U.S.A.,  and  Rural  America  weren't  opened  up  by 
giants/  but  by  individuals  who  struck  out  across  the  plains  and  un- 
chartered mountain  passes  to  win  their  own  opportunities  and  Independence. 

Individuals  brought  the  Chicago  Tribune  to  world  prominence;  the  one 
store  world-famed  Marshall  Fields  (now  a  big  chain)  was  art^individual 
enterprise;  the  one  hotel  Palmer  House  was  a  family  institution  -  world- 
famed.    Following  the  Chicago  fire,  when  118,000  bulldihgs  Were  burned  to 
ashes.  It  was  individual  men  antt  women  who  built  a  new  city  but  of  those 
ashes,  just  as  San  JTancisco  rose  from  its  earthquake.    There  wesn't  a 
chain  or.  a  conglomerate  in  existence. 

Could  the  people  of  Chicago  survive  anything  even  approaching  such  a 
catastrophe  today  without  90%  federal  rehabilitation?    Aren't  most  of  the 
mayors  and  governors  asking  the  federal  government  to  bail  them  o^t  of 
their  sinking  welfare  ships?    Aren't  we  stuck  with  a  bigger  sltsm  problem 
in  New  York  City  than  exists  in  all  of  Communist  China? 

Things,  are  indeed  in  a  sad  state  when  ^n  conpare  a  corporate  farm- 
operated  tractor  to  a  farm  mother,  in  terms  of  ♦'eff iclency**.  I  repeat, 
farm  mothers  in  days  gone  by  could  save  enough  money  on  the  sale  of  some, 
chickens,  fruit  or  vegetables  to  put  their  boys  through  college,  inany  of 
whom  have  risen  to  world  prominence.  Today,  a  farm  mother  couldn'  t  sell 
enough  poultry  at  a  profit  to  put  a  boy  through  kindergarten/  yet,  we 
trade  off  3,000,000  of  these  mothers  for  who  can,  say  what?  ^ 

One  answer  to  that  question  might  appear  in  a  brief  account  of  the 
bankrupt  Black  Watch  Farms  Corp.  (agri-business),  that  sold  cows  to  city 
cowpokes  looking  for  a  tax  loophole.    It  was  juat  as  hard  to  find  the 
head  cowpoke  who,  when  located,  was  a ai^  to  be  sitting  in  a  million 
dollar  mansion  with  a  Rolls  Hoyce  at  the  door,  and  being  sued  by  hie  own 
father. 

According  to  the  Wall  Street  Journal,  head  cowpo)ce  Jack  Dick  had 
dickered  Bermac  Corp. ,  a  New  York  leasing  firm,  into  heavy  buying  of 
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BlacX  Watch  stock  with  Bermac  stoclct  Which  DlcX  reportedly  sold  to  « 
Bah«m  hanX  evidently  looking  for  a  tax  bonanza*    Betrinac  unloaded  nore  . 
BH  stock  on  4tate  Mutual  Assurance  Co.    Bermac  then  sued  Dick.  Then 
Dick  sued  Berioec  and  Mutual,  and  State  Mutual  sued  an  accounting  firm  in 
Chicago  for  misleading  them« 

Mow  ~  stack  up  thlii  unholy  cattle  ralslngi  cattle  feeding  stunt 
against  the  social  and  economic  life  of  a  hundred  independent  rancher« 
and  feeders,  and  you  begin  to  realize  what  happens  irtien  promoters  enter 
the  farm  picture.    Yet,  we  are  told  it  takes  a  Black  Watch  or  a  Termeco 
to  "efficiently**  fasten  a  milking  machine  to  a  cow,  but  you'll  find 
grade  school  youngsters  doing  it  Just  as  efficiently  oh  m«diy  dairy  fame* 

The  great  Ralston  Purina  agribusiness  announced  recently  it  is 
selling  its  poultry  ox>eratlon'  -  after  killing  off  hundreds  of  independents. 
Baiston  Purina  has  ojpened  nearly  .a  thousand  chicken,  pancake  and  burger 
outlets     to  run  more  independents  out  of  business* 

What  we  are  doing  in  this  country  in  an  econ&dc  sense,  is  to  maJoe 
"the  stone  the  builders  rejected**  the  cornerstone  of  our  modern  body 
economic  and  body  polltlCr  and  the  cornerstone  is  cruxnbling  under  u«  as 
we  watch  the  giants  go  marching  by. 

HUD  Secretary^  George  Romney#  has  been  saddled  with  an  In^sslbXe 
Job, because  we're  taking  the  jpeople  out  of  the  slums  before  we   take  the 
slume  out  of  the  people.  *Rotnney  said  25  years  ago  that  we  wouldn't  lick 
such  problems  if  we  didn't  take  the  giants  apart.    Ee  sug^ffted  Congress 
break  up  General  Motors  #nto  11  conipaniesx  Ford  Into  flvi/^dmd  Congress 
lietened  and  applauded,  but  moved  to  other  Issues  also  fhflitMd-%  the 
glantlpm  and  corporate  secrecy  RoMney  had  targeted*    Tor  exan^i(^,,he  knevr. 
what  General  Motors  Acceptance  Corporation  was  to  General  Motors t  ^e  * 
I)owerful  captive  finance  cotnpany  -  the  most  powerful  in  the  worlds  and 
%d.th  more  wealth  than  many  of  the  states* 

As  president  of  American  Motors,  he  knew  that  GH  could  bviy  AC  Sparky 
Plugs  from  Itself  at  12<^  each,    American  had  to  pay  the  going  outside 
price.    Kelther  did  AmeJplcan  have  a  captive  finance  ccnpviy  to  recover 
its  losses  on  car  salea* 

0VBRJIIZB7    OVXR-COMCXNTRATIOM?    Korman  Thomas  said  it  would  deliver 
both  political  parties  into  his  Socialist  Party  caivp,  and  the  hour  of 
this  delivery  is  so  close  that  nothing  can  save  the  two-party  system 
,  except  all-out  decentralization  in  agriculture,  Industryi  finance  and 
labor,  ^patterned  after  the  GM^du  Pont  divorcement,  the  Public  Utility 
Holding  Conpany  Act,  and  the  FCC  regulations  limiting  ownership  of  radio 
and  television  stations  to  seven       any  one  corporation. 
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Fjllur«  to  follow  this  jjattern  ha<  made  the  Federal  Trade  Coiiiii««ion 
a  toothless  lion,  the  Dep^irtinent  of  Jutttice  a  mere  ahadov  of  what  wen 
lilc€t  Richard  McLaren  wanted  it  to  hex    An  arm  of  the  law  designed  to  pro*, 
tect  and  perpetuate  the  honorable  growth  of  big  business  as  w«ll  as  small 
business. 

Congress  should  set  an  antitrust  policy  that  is  based  on  constant  ' 
decentralization  of  economic  power.    Congress  should  create  a  tax  climate 
that  will  encourage  the  giants  to  "unwind".    To  franchise  their  countless 
outlets  to  independents  because  tax  ra^ts  ma)ce  it  attractive  for  them  to 
do  so. 

rrc  hasJTvade  its  long  awaited  xnbve  against  the  cereal  industry^  90% 
owned  by  .fo^  ^onq;>anies,  but  what  is  the  prosjpect  for  am  early  settlement 
when  we  nevet 'taipw  vrtiat  the  courts  will  do  with  a  no-«tttitrust«pollcy7 

Sears  noebuik  ou^t  to  be  separated  from  its  insurance  and  finance 
conjsanies^  its  ttwtual  funds  and  nearly  200  factories.    Sear*  should  not 
own  a  banJc,  and  some  degree  of  fairer  conpetition  would  result  from 
divorcing  Sears  from  its  shopping  center  development  subsidiary. 

Congress  passed  recent  legislation  favoring  newcomers  to  Rural 
America  with  a  tax  concession*  but  what  about  the  independents  who  ar#  " 
there  and  are  hiring  farmers  who  can't  make  a  living  on  the  farm,  at)d  ^ 
want  to  keep  their  kids  In  towns?   Hhy  not  a  tax  deduction  for  the  Inde- 
pendent on  Hain  Street  (eiraply  becauib  he  is  an  independent)  «o  the  kids 
of  Rural  ABierlca  can  start  a  business  or  MMybe  continue  one  -  the  kind  of 
enterprise  that  put  Father  &  Son  signs  up  from  coast  to  coast/  making  • 
Main  Street/  U.S.A.,  an  avenue  of  unlimited. opportunity? 

0  '  ■  ^ 

Congress  should  listen  to  the  Houee  and  Senate  Small  Business 
Coiwntttees  and  their  dedicated  staff  menibers.    Congress  should  end  all .  ^ 
discriminatory  practices  existing  between  big  suppliers  and  big  distribu- 
tors; and  listen  to  a  vice  priftsldent  of  Revlon  who  told  an  NARD  convention 
of  disappearing  pharmacists ^ri^Jie  and  discounters  ♦'no  longer 

sell  products  and  service^  bafeiS?!***"^*^*  people  and  money.  ♦*    In  a  few 
year*  we  heve  virtually  socifH^^^rivate  medicine  and  health  care  in 
this  country;  yet,  millions  fear  the  Aiture  despite  bankrupting  increases 
in  Social  Seclurity  and  health  care.    . .  -     Are  the  railroad*  next?  And 
after  that,  our  shipping  and  city  tranait  conpanie*? 

Mrs.  Virginia  Knauer/  Special  A**i*tant  to  i^e  Preaident  for  Consumer 
Affair*/  charming^  intelligent  advocate  of  the  email*/  *ay*  the  real 
innovation*/  the  real  invention*  •♦■tart  with  the  little  gi^.  **    That  *all 
■•vjn^f  the  major  Invention*  of  the  i>etroleum  indu«try  came  from  the 
email**'  -  *o  why  not**ome  kind  of  tax  *ub*idy  that  encourage*  little  guy* 
to  make  it  on  their  own  instead  of  eelling  their  idea*  and  diacoverie*  to 
a  giant?   Why  not  open  American  market*  to  American*  again?   Khy  not  make 
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th«  markvt  hMdth^  •nough  for  ln|port«rs  «nd  e^qporters  to  do  b«sin«ss  on 
«  two-way  street  of  fair  wages^  fair  prlcaa  mnd  fair  profits;  or  tariffs 
until  vorlcara  in  other  nations  can  lanxy  our  ^pods? 

Jnree  trade  is  a  cradle  of  giantismt    national*  multinational  and 
milti  inter  nationals  because  it  destroys  the  small  and  nedium  size  coaH> 
petitor  who  is  paying  honest  wagep  and  high  taxes;  but  Congress  gave  up 
its  prerogatives  of  foreign  trade  regulation  to  dreamers; 

On  another  fronts  congress  is  being  told  that  it  is  "no  longer 
possible  to  service  smller  lierchants  and  their  sifaller  iiholesaXers  be- 
came of  rleii>g  overhead  and  taxes,  "  but  If  unholy  discounts  under  the 
nanie  of  "volume**  now  going  to  the  biggest  chains  and  distributors*  were 
spread  out*  servicing  would  be  possible*  and  the  little  guys  wouldn't 
have  to  close  their  own  businesses  and  end  up  in  a  mlni-or  naxl*attrt  of 
one  of  the  giants.    The  role  of  giantism  and  its  effect  On  this  area  of 
the  econoiny  is  widely  discussed  but  sadly  \mattended. 

Congress  should  out  lav  the  use  of  a  livelihood  product  as  a  con^ 
flistent  bait  used  to  destroy  the  weaker  competitor*    Xxamples  are  coffee« 
chicKens*  carnations,  shoes*  dry  cleaning  service,  mllH^d^s  . 
Congress  should  establish  some  understanding  by  federal  agencies  that 
orderly  distribution  poXicieis  that  protect  the  Marlcet  against  predatory 
practices  are  NOT  hamu^  to  the  consumr* 

Preparation  of  this  testlioony  has  come  at  a  time  when  Nebraslca's 
legislature  Is  considering  a  bill  to  "end  corporate  raids  on  Maraska 
farm  lands*  •  by  making  it  unlawful  for  any  corporation  with  more  than 
$3  million  in  assets  to  ac^lre  Its  farm  land.    By  ending  excessive 
subsidies  and  tax  advantages  of  corporate  farming*  Congress  could  take 
its  first  step  in  this  direction^  and  at  least  retard  co2;p6rate  farming  * 
trends  until  national  legislation  patterned  after  the  Kebraska  proposal 
could  be  passed. 

One  conglomerate*  Beldridge  Corp.*  spent  $185*000  to  develop  20*000 
California  peach  trees  because  it  had  a  tax  advantage*    The  biggest 
growers  said  there  was  no  chance  to  con^te  against  these  tax  subsidised 
monsters  which  now  enjoy  new  water  irrigation  rights  that  is  another 
form  of  excessive  subsidy.    If  Beldridge  were  prohibited  from  writing 
off  its  peach  losses  on  its  conglomerate  report*  there  would  be  no 
Beldridge  peach  trees. 

California 'a  Governor  Reagan  knows  his  State  is  in  a  squeeze*  He 
knows  Los  Angeles  and  8an  Francisco  are  *f ailing  into  the  handa  of  Bardc 
of  America*  of  the  cliain  itore  systems  like  Safeway*  a  conglomerate 
built  up  throUf^  the  purch^ae  of  more  than  a  score  of  smaller  chains  - 
built  up  by  wave  after  wave  of  loss  leader  selling  that  wrecked  orderly 
food  marketing  in  entire  cities.    Now  Safeway  has  entered  more  lines  and 
its  role  as  a  giant  represents  open  economic  murder*  •  Governor  Beagan 
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■hould  \mlcomm  a  braakup  of  such  gi«nts  now  taking  ovtr  hla  ^thola  8tat«, 
bacausa  tliara  iu  no  othar  way  to  rastora  aconomlc  Indapandanca  in 
California  or.  any  othar  stata* 

4 

Hhat  «lBa  If  not  this  as  a  solution  to  tha'  racial  prohlaM,  youth 
criais^  tax  crisis        f  ^ 

California^  lika  all  tha  statas  whalra  horsa  racing  is  allowaa^  has 
stata  and  fadaraX  officials  protacting  tha  mutual  window  gani^lar  against 
horsas  baing  watarad  or  waightad.    Coii|;>atition  is  avanad         JocXays  and 
ownars  ara  barrad  from  tha  track  Whan  thay  ara  caught  violating  tha  ruXas« 
rootbalX  playars  ara  banchad  for  unfair  tsctica  whan  csught.  BaskatbalX 
playars  likswisa,  but  whara  is  tha  sportsmanship^  1:ha  fair  play#  in  tha 
markat  placa  whara  tha  graatast  ga«a  on  aarth  is  baing  playad?  Wiy  no 
rulas  igsinst  s  Xittla  guy  gatting  his  taath  Xickad  out  by  tha  giants 
who  waar  tha  brsss  knucklas  of  OVIMZZI  whlla  tha  big  rafaraa  in 
Washington  slaaps  on  his  banch? 

Xastoration  6f  ganulna  fraa  antarprisa  in  this  country  could  turn 
oui;  Whola  waif  ara  program  around,    As  Congrasaman  Mright  IPatman  said  in 
1935^.  ypa  aithair  Xat  tha  syattM  provida  jobs  by  iMking  tha  ayattn  work 
for'  tha  many  or  provida  raXiaf  for  Its  vlctlma*   Tha  Robinaon-^atman  Act 
was  ona  approach^  but  whan  was  it  raaXXy  anf oread?  ' 

Frasidant  Hixon  said  tha  **baxikholding  coac>anias  ara  a  'ooal>lnatioa 
of  bualnaas  and  banJdng  that  shooXd  ba  bcoKan  up,  **  but  look  at  tha  kind 
of  bankh^Xding  con|>any  bill  wa  had  whan  it  cama  put  of  a  shadow  boxing 
match  in  tha  Housa  and  Sanata*    Ha  had  a  bill  that  has  anablad  holding 
coii^nias  to  Xaap-frog  from  stata  to  stata  Ilka  tha  banks  in  Kansas  City 
and  8t«  Louis  that  hava  swallowad  about  409(  of  Missouri  bank  daposits 
in  two  yaars. 

Ivarybody  should  know  that  Amarlca  naads  big  banking  institutions, 
but  Amarica  doasn^t  naad  a  Bank  of  Amarica  with       of  California's  bank 
dtposits,  and  doing  a  branch  crsdit  card  businass  that  givaa  it  a  hoXd 
on  avary  coanunity  in  50  statas*    Big  banks  and  big  businassas  ara  ra- 
quirad  to  buiXd  skyscrapars  and  run  soma  of  our  staal  milXs  and  airXinas, 
but  if  thosa  big  planas  ara  not  fiXXad  with  a  graat  mlddlaclass  going 
back  and  forth  to  Vacation  rasorts  and  baying  and  sailing  tha  goods  pro-* 
ducsd  on  our  farms  and  in  our  f actor ias,  tha  convantion  haXls  of  X«aa 
Vagas  and  Miami  will  thundar  with  a  ghostlika  silancs  that  wilX  ba  fait 
around  tha  world.    Than  il,  Will  ba  too  lata  for  politicians  to  writs 
any  history  as  thay  ghza  Upon  tha  hulk  of  fraa  antarprisa  protruding 
from  tha  raafs  of  what  tha  Hitshlngton  fost  caXlad  "corporata  faitdaXlan*** 
l^t  Xtva^  BaXXar,  CIO^APXi  aconomist,  told  a  Congrassional  Commlttaa 
would  '^turn  tha  country  into  ona  coM|>any  ownad  atora  ^  run  by  tha 
govarnmsnt**. 
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Miiricmn  l9Uiin«i«iiwn  of  th«  c«lib«r  of  Own  D*  Young  and  Th«odor« 
X*  Ouinn#  k«y  imi^  in  the  growth  of  d«n«r«l  Xl«ctric#  turned  egminit  \ 
**orm:ai%m*,  Quinn  later  celling  gimnti  "unooneciooeblv   iKMieters"*  Both  ^ 
Men  had  learned  froa  experience  thet  iwm  vein*t  cepeble  of  guiding  m 
gient^mi  proven  in  GIB* ■  continuous  need  of  defenee  contrectir  ma  prov#n 
in  the  Penn  CentrmX  coXXepee.    The  Iioclcheed  incident  with  200  retired 
MiXitary  p^opXe  on  iti  pedded,  governMent  eubeidlxed  peyroXle. 

Mt  TBK  pmraJE  mXXowed  thii  proititution  of  freedom  to  go  on  end  on 
untiX  we  have  becoMe  Xilte  whorea  le^ldng  favosa  wherever  we  can'  find  theM 
-  riiking  otir  future  until  - 

A  great  educator  Xilce  Dr,  George  charlei  Roche  111,^  Pr«iident  of 
HiXXidale  CoXlege#  can  teXX  urn  we  atand  at  the  edge  of  the  "darlceat  of 
dark  agea  becauae  Maatern  van  haa  departed  fro«  hla  Heritage***   UntiX  - 

Daniel  Boritein#  fladthaonian  Znititute^  can  aay  ^  have  wandered 

out  of  our  hlatory  with  no  pXace  to  go,  UntiX 

Texai,  a  RepubXic  within  a  Republic^  pXeada  vlth  the  federal  govern- 
ment to  take  over  iti  weXfare  burdeni«    Until  - 

The  mayor  of  Boiton  criea  outs    **!  think      ar«  oo  the  verge  of  a 
breakdown  of  our  civilixation,  **   UntiX  - 

The  preiif  newicaiteri^  economlita  and  poXiticaX  Xeadera  can  aay 

corporationa  arn  now  more  powerful  than  nationa* 

My  frienda,  our  ioXdbra  who  return  from  a  winXeia  war  deierve  aoMM- 
thing  better  than  a  winleai  econowy*  Oo  do  the  youngitera  who  look  bewilder 
Ingly  upon  the  grafts  corruption^  crime#  itockmarket  acandaXi^  confiica- 
tory  taxation,  burgeoning  weXfare  demandi#  underfinanced  mantaX  initio* 
tutioni,  n^Xected  chiXdren  whom  Congreii  tiaXki  of  putting  in  day 
nurieriei  ai  they  do  in  Conmuniit  China  and  Ru»ia#  **eo  Hoth«C9  can  do 
the  work  ttieir  huabanda  are  unabXe  to  find*** 

HriB'i  fieXd  force  of  300  dedicated  meii  and  women  know  there  are  80 
miXXion  peopXe  working,  and  thii  im  good.    Ke  of  MTIB  can  ihow  that  %re 
have  300^000  meRiberi  wliio  are  itiXl  in  buaineii,  but  we  aXao  know  that 
Congreii,  the  mayor governor a  and  other  officiaXi  are  trying  franti- 
caXXy  to  meet  growing  demandi  for  new  taxei«    Wa  know  that 

On«  man  Xooking  for  a  job  and  unabXe  to  find  it,  ia  a  one*-man  de- 
predion  no  mattir  what  you  teXX  Mm  to  the  contrary*    He*i  having  hia 
Kat«rXoo  ->  nOW|  and  mo  lire  the  mlXXioni  of  XittXe  gtiyi  hanging  onto 
their  buiiness«a  by  the  akin  of  their  reaervei  or  borrowing  powtr.  This 
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^•pttbXic  or  CongloM»r«t«>1talf itf*  Mtrntm, 
July  4,  1976 


21« 


is  no  •ncouragMMnt  to  th«  sons  following  mftvc  thmti,  or  am  inducMimt. 
to  ta)c«  aowi  a  ^or  Kiint  Mign  on  an  •npty  stor*  window  and  hmgin  a  n«w 
bu«ln«sii« 

Htn  vfho  lov#  f»edoni#  men  unafraid  to  confront  th«  tmmk  of 
ravaTBlng  all  tr«iidi  to  unnac«iiary  cantralization  of  powar  in  tha 
Unitad  Stat«s,  can  writa  a  Sacond  Paclaration  of  Indtpandanca  to  halp 
MTca  tha  f ir«t  ona  liv«. 


How  mXmm  to  mmt  tha  challsnga  of  world  •ocialisnu    How  alsa  to 
win  tha  plaudits  of  Amarican  youth?   How  alaa  to  M«at  a  fadaral  daht  of 
$400  billion?   How  alaa  to  ralaa  anough  taxaa  to  claar  tha  slunw  and 
cara  for  tha  halplaaa?   How  alaa  but  through  dacantrali«ation  to  l«an>  - 
from  daparaonalizlAg  our  aociaty  and  danudlng  it  of  ita  form  of 
govarnmant? 

^     Blthar  tha  glanta  imiat  go,  or  capitaliam  aa  Jaffaraon  and  Madlaon 
vilwad  it  will  ultimataly  ba  daclarad/  in  tha  worda  of  a  coaadttaa  of 
Tha  Aiwarican  Hiatorical  Oociatys    robaolata  in  thaory,  inaffactiva  in 
practical  a  paraaita  on  tha  bac)ca  of  tha  paopl«#  and  oudht  to  ba 
aboliahad." 


Pei:il  to  Independents 


Bd  KiMMar,  urn 
P»  0.  Box  1776 
Covington,  XantucXy 

March  197a  # 
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nmnuB  or  iMDCPXHDBiiti 
and 

ttOMLY  DXdTRlBUTXOM  XT 
8TAXB  XM  BOTH  VK>POBXLB 


Bills  Seek  To  Block 

FTC  Attack  On  Soft 
Drinkiicensing  System 


WAMXMOTOK  (AT)— A 


  In  thi  itft- 

tLrtAC  a«MM  MgMWwi 


tl«  ltfl»«a  Iv  MMM  ItaH 


«r*uiiff  ita«4r  fhiiililn 


Aft«r  subtracting  production  exp«nieai  from  cash  r«caipt«  from  markatlngs#  wa  find 
farmtfa  racaivwd  $400  Million  \nnn  inrome  than  they  did  In  1950.  -  Ytt  productd  38f.  more 
food  and  fib«r* 
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To:    The  Honorable  Gaylord  Nelsonf  Chairman 
Subcommittee  "on  Monopoly, 

Senate  Select  Committee  on  Small  Business 

Hearing:    The  Role  of  Giant  Corporations  in  the 
American  and  Kbrld  Economies 

Corporate  SecrQcy  **  Agribusiness 
Washington/  D*.C.,  March  2,  1972 


CORPORATE  ACCOUNTABIIITY 
vAMD  THE  FAMILY  FARM 


Sheldon  L«  Greene 
national  Coalition  for  I^and  Reform 
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CORPQRATK  ACCODNTABIIiITy 
.    ,        AHD  THE  FAMILY  fARM 

In  th6  pant  months  I  the  world  has  been  treated  to** 
a  partial  aerial  survey  of  the  landscape  of  Mars*  Mars, 
as  we  know  I  is  some  distance  away  from  tjie  earth,  and  is 
well  suited  to  its  name.    Zt  is  an  inhospitable  place. 
Similarly,  the  lunar  surface  has  been  subjected  to  a 
limited  but  exhaustive  geological  surveys.    These  achieve^ 
monts  of  man  represent  the  high  points  of  a  i>roject  which 
has  already  cost  the* taxpayer  in  excess  of  $20  billion. 
At  the  same  time,  the  Federal  Communications  Commission     '  ^ 
disclosed  its  inability  and  lack  of  funds  to  make  a  study 
of  long^'di stance  telephone  communication. 

Mars  and  the  moon,  notwithstanding  their  mystery, 
have  a  relatively  small  impact  on  the  lives  of  the  average 
American.    Much  greater  is  the  impact  of  General  Motors, 
General  Foods',  Purex#  Tenneco,  A*1?f  ft        and  the  one  thousand 
corpbrations  that  do  twenty-two  percent  of  thee  business  pf 
the  United  States.    Equally  significant  to  the  average 
American  is.  the  nature  of  the  land  litself --its  resources, 
limitations,  expendability  and  the  character  of  agriculture 
in  the  United  States. 
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The  iht4irr#il«tionihip  between  these  eubjects  is 
■imply  thetr  while  the  development  of  data  by  out  %bciety 
proceed!  willy-niXl^^r  the  data  which  we  Moit  require  in 
order  to  develop  intelligent  direction  ^ii  either  unavaiX*- 
able  to  ui  or  deliberately  kept  from  ve*    Initially #  it 
'*  ^  muit  be  laid  with  respect  to  corporate  data  that  business* 
and  public  agencies  do  not  hold  in  high  regard  the  public's 
right  to  know*    Too  frequently  the  public  agency  adopts  an 
attitude  toward  its  regulated  industry  not 'unlike  that  of 
the  confessor  to  the  penitent:  ^  **So  long  as  you  teXcL  me 
Everything,  youi:  sins  will  be  absolved.** 

Consider  these  exampXesi    The  Veteran's  A^minis** 
tration  recen):ly  made  «  study  of  hearing  aids  in  ord*r  to 
obtain  the  best  buy  und  the  best  quality^  but  refused  to 
make  the  results  of.  the  study  public^  because  they  didn't 
want  to  damage  thp  reputations  of  the  manufacturer ir  of 
inferior  hearing  aids*    A  public  >gency/  psid  with  the 
taxpayer's  fundsy  chose  not  to  disclose  to  the  taxpayer 
information  clearly  beneficial  to  his  interest.  ^ 

The  San  Jfrancisco  Chronicle i  on  February  I4th  of 
this  yearf  disclosed  that  the  California  Medical  Association 
had  made  an  ongoing  study  of  500  California  hospitals # 
identifying  those  in 'which  health  care  services  were  defi*« 
cient*    The  Association  reluctantly,  and  only  after  being 
threatened  with  a  subpoena^  made  some  of  this  information 
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available  to  a  U*  S»  Sanata  aubcoMniittae*  Hhat  would  a 
doctor  aay  If  hia  city  failed  to  reveal  known  f>ollution 
at  a  local  public  bathing  beach?  Clearly  the  notion  of 
reaponaibility  to  the  public*even  when  the  iaaue  had  a 
tangible  effect  on  public  health«-waa  aubordinate  to  the 
preaervation  of  the  good  name  of  the  health  ix^uatry. 

Beyond  the  fact  that  buaineaaea/  public  agenciea^ 
and  organizations  fail  t'o  diacloae  available  informa^tlon 
to  the  public #  ia  the  proble^t  of  the  government  * a  failure 
to  collect  data  importiint  to  the  public  and  public  policy • 
For  example  r  the  government*  has .  f  ailed  to  anal^/'se  the 
significant <changcs  that  have  been  occurring  in  rural 
America*    He  kifiow  that  each  year  100/000  farms  are  abandoned # 
and  that  rural  America  has  sustained  a  p<3pulation  loss  of  ' 
40  million  people  in  the  last  SO  years.    Cp.tlcomitant  with 
the  abandonment  of  small  farms,  and  the  migration  to  the 
cities  of  a  heretofore  agEj^culturally^-dependent  rural  popu** 
lation  has  been  the  increasing  entry  into  agriculture  of 
multipurpose  business  interests,  bringing  with  it  an  increase 
in  farA  sixe  and  absentee  ownership  of  the  land*  Once** 
populous  areas  occupied  by  independent  small  landholders 
interspersed  with  small  rural  service  communities  ate  being 
transformed  into  feudalistic  estates'-^possibly  one  of  the 
most  significant  economic  and  social  transformations  to 
be  experienced  ifK  bur  history,  ^he  phenomenon  is  infi^tely 
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more  relevant  thim  the  recogrtitipn  that  the  lineys  prt,  Mars 

are  not  canals  r  or  that  the  inoon  is  sorely  deficient  3.n 

cheese Yet  a  rural  socjiologist^  Richard  Rodef^ld>  who 

undertook  a  study  of  this  phenomenon  as  it  af racted 

Wisconsin  in  1^70  ,  concluded  that  there  was  •^a  lack  of 

objective r  empirical  information"  on  the  subject. 

This  lias  )?een  lacking  for  even  the  mo$t  basic 
of  facts  r  suchi  as  the  respective  numbers  and 
basic  descriptive  characteristics  of  the  varibus 
farm  types.    Kxcept  for  one  study,  done  in  the  / 
■  ;     lS40'Sr  whicl;^^  has  questipnable  generality  for  * 
midv/estern  agriculture  r  claims  as  to  the  detri- 
mental effects  which  would  be  associated  primarily 
with  lar^e^scale  industrial  farms  have, come  from 
individuals  and  organizations  from  the  rural  5 
sector r  based  jirimarily  Upon  individual  observa^ 
'  tion*  •  '  # 

;'To  my  knowledge,  neither  federal  noir  state  govern- 

^  ments  have  undfertaken  a  comprehensive  9 tudy  of  something 

as  basic  as  who  owns  the  land"*-other  than  to  maintain 


obiscure  county  tax  records.    Nor  hais  a  comprehensive  study 
been  undertaken  of  land  us^^        *      .  ' 

An  example  of  the  inadequacy  of  such'  data  is  the  . 
disparity  between  federal  and  California  statistics  on 
a  matter  a^  important  as  farm  size*    The  Agriculture  Depart- 
ment of  the  State  of  California  asserts  that  the  average 
California  farm  size  .is  about  650  acres*    In  contrast #  the 

federal  census  identified  the  average  farm  size  in  Cali-- 

"         ■ ",  ?  .  -  .■    -•     '  ■  .* 

f ornia  as  no  more  than  450  ac?:es — a  somewhat  broad  Statis*-, 

tical  disparity,  a' 
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On  the  corpor«ite  side,  this  Committee  is  weXl     ^  , 
aware  of  the  deficiencies  in 'data  reporting^ — xiot  »only 
regarding  the  identification  of  profits  and  looses  among  /  ^ 
^subsidiaries  of  conglomerates,  but  the  extent  of  oWnei:* 
ship  and  interrelationship  between  corporations  which  axe 
ostensibly  unaffiliated.  ^ 

Finally,  because  the  data  aye  unavailable/  we  are 
by  no  means  certain  of  the  impact  of  vertical  integration 
and  agglomeration  on  single-purpose  businesses ,  whether  ^ 
agricultural,  mercantile  or  manufacturing.  , 

Agribigness 

In  agriculture,  however,  we  da  know  that  vertical 
^integration  and  the  entry  of  big  business  into  agriculture 
\  have  produced  symptoms  which  smack  of  unfair  trade  prac- 
ticed — in  many  instances  accelerating  the  demise  of  the 
small  fam,  drying  up  the  fartner's  credit,  increasing  his 
dependency  on  processors,  decreasing  his  mobility  and 
leverage  on  the  market,  increasing  his  debt  burden  without 
a^  concomitant  growth  of  return  on.  investment,  and  so  on. 
A  brief  analysis  of  thi^^impaoj:  on  agricultural  production 
is  useful* 

As  this  Committee  well  knows,  eguatincf  bigness 
with  efficiency  in  agriculture  is  a  misconception.  Si^iJfilLes 
have  demonstrated  the"  family  farm  to  be  the  most  efficient 


ERIC 


3393 


6. 


unit  of  agricultuiral  production*  Summarizing  the  studies 
xaad^  on  the  pubject  of  farm  efficiency,  G*  P#  Madden  con-, 
cludedf  *^A1X  of  the  economiefi^  of  size  c'quld  j^e  achieved 
by'^fc^tn  and  fully  mechanized  pne**xnan  or  two-man  farms  *^ 
The  study  concluded  that  the  major  difference  between  the 
small  anllKlff^bhi^un'-^sized  feucm  and  the  large  farm  was  simply 
thal^  the  latter  had  the  potential  to  produce  more  profits 
for  the  farm  owner • 

The  issue  for  agriculture  is* less  a  question  of 
farm  siz^  than  it  is  the  maintenance  of  market  conditions 
.  which  tend  to  assure  a  sufficient  return  on  the  farmer *s  , 
invesl^Gnt  and  his  labor.    Costs,  the  availability  of 
credit,  aiid  market  leverage  are  more  critical  factors ^ 
yet  they  are  to  a  great  extenVAinrelated  to  actual  or 
potential  efficiency.     ^  * 

A  review  of  these  extrinsic  factors  unrelated  to 
efficiency  reveal  that  the  family  farmer  is  disadvantaged* 

 —   ■    ./     .     '    ■■  - 

1  *  •  ' 

Size/efficiency  relationships  varied  from  crop  to 
crop;  however,  with  regard  to  the  production  of  cling  peacnes 
"average  cost  reached  a  minimum  with  an  orchard  size  of  90 
to  110  acres  when  mechanized  practices  were  used***    In  the 
Imperial  Valley,  examination  of  vegetable  farms  having  acre- 
age which  ranged  higher  than  2,400  acres  disclosed  that  the 
farms  under  640  acres  I' could  produce  almost  as  efficiently 
as  any  larger  size,'*    Producers  of  field  crops  such  as 
cotton  I!  alfal:^ai  milo  and  barley  ^were  found  to  achieve 
lowest  average  cost  at  about  640  acres*"    The  report  found/ 
in  fact,  that  In  these  areas #    larger  farms  extending  beyond 
1,280  acres 'Were  slightly  less  efficient."    Economies  of 
Size  in  Farming >    United  States  Department  of  Agriculture, 
Agricultural  Economic  Report  No.  107  (1969). 
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Despite  the  fact  that  he  bears  all  the  risk  of.  producing 
the  food,  must  nUrture  the  crop  from  year  to  year,  often 
waiting  for  years  before  vines  and  trees  reach  maturity, 
'  too  often  he  receives  the  least  return 'of  all  components 
of  the  food  delivery  ahain.    For  exzunple,  a  14-ounce 
bottle  of  ketchup/  which  costs  the  housewife  about  30  Cents # 
brings  the  farmer  a  little  more  than- one  penny.    In  cohtrast, 
the  wholesaler,  or  middleman,  who  is  a  transient  conduit 
between  the  farmer  and  the  retailer,  skims  off  as  much 'as 
40%  of  the  price  the  consumer  pays  fot  market  produce'. 
Clerks  in  air-ebnditioned  Safeway  markets  earn  up  to 
$5.00  an  hour  in  parts  of  California,  providing  them  with 
a  greater  return  than  the  farmer  receives  f (^r  .hiii  labor, 
and  three  timerf  the  earnings  of  the  farmworker •x^onsistent 
with  the  a^^erage  farmer's  deficient  return  on  his  invest-* 
ment,  the  farmworker's  earnings  average  one-half  the 
national  industrial  average «  • 

There  are  those  who  would  say  that  big  business  is 
the  solution  to  the  farm  problem.    In  fact,  the  entry  of 
big. business  into  agriculture  has  caused  much  of  the  problem. 

The  poultry-and^egg  industry,  for  example,  has 
moved  from  production  by  sr^all  independent  farmers  into 
control  by  ve^tically-intl^i^rated  national  poultry-feed 
suppliers  such  as  Ralston  ^Purina.  ^^^Iiy^SGl,  a  Cali^^^ 
legislative  committee  complete(^  a  report  on  vertical^ 
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his  family/    The  Department  of  Agriculture  and  the 

University  pf  California  exhorted  poultrymen  to  get  bigger; 

And  poultrymen  followed  this  advice.  Profit 
1^  margins  kept  shrinking,  and  it  took  more  and  more 
eggs  from  more  and  more  chickens  to  supply  the 
operator  and  his  family  with  a  living  wage*^ 

Business-hungry  feed  mills,  equipment  producers,  investors 
anxious  to  find  tax-saving  devices — all  contributed  to  the 
over-production.    Hatcheries  burdened  yith  over-production 
contracted  with  farmers  to  simply  raise  the  chickens, 
supplying  both  feed  and  birds  and  paying  the  farmer  a  fixed 
amount  per  dozen  eggs  —an  amount  that  was  insufficiently 
related  to  his  costs  of  production.    Under  viartical  inte- 
gration, the  farmers  claimed,  "the  margins  are  so  low  you 
'need  to  maintain  a  volume  in  order  to  stay  in»**'^  "The 
grower  can't  pay  back  his  loans  because  of  low,  prices,  and 
the  company ,  in  order  to  make  the  investment  bring • in  some- 
thing, puts  more  chickens  on  the  ranch,  which  depletes 
prices  even  further. a 

Those  farmers  who  resisted  vertical  integration 
became  the  victims  of  purchasers*    Processors  and  whole- 


■^Ibid,!,  p.  15. 
2 

Ibid.,  p.  16. 

^Ibid.,  p.  23. 

^Ibid.,  p.  25. 
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salerd  would  k^ep  the  producers*  price  low,  maximizinir 
their  profit  on  resale  to  retailers*    Citihg  variations 
in  the  niarkct  unrelated  to  demand/  they  indicated  that 
wholesalers  •'simply  stated  the  pripe  they  wikntod  to  pay 
.  *  .  to  force  the  poultryman  out  of  business  or  into  an 
integrated  set-up^**    Wholesalers ^  they  claimed,  would  stop 
buying  when  prices  rose,  forcing  the  prices  down.^ 

Time  has  not  corrected  the  problem  experionccd  by 
egg  and  poultry  producers.    A  recent  stud;^  of  egg  production 
in  Riverside  County r  California,  which  produces  almost  121 
of  the  nation's  eggs,  shows  that  producprs  are  "getting 
8  to  10  cents  less  per  ^ozen  eggs  than  it  costs  to  produce 
them*  • 

gax"Loss  Farming 
The  foregoing  distillate  of  the  transition  from 
independent  operator  to  external  vertical  integration  in 
the  poultry  market  presages  the  future  for. field  and  tree 
crops,  and  for  meat  production.    Shrinking  proiits  due  to 
the  manipulation  of  the  market,  and,  costs  of  production, 
over-productlort  and  tax-loss  farming  are  now  being 
employed  by  conglomerates  seeking  to*  eliminate  the  family 
farmer  or  make  him  a  vassal  of  ^rtic^xl  integrators^ 

■^Ibidi,  p.  17. 

''At  the  ynlvoriity  of  California,  Kivorside. 
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Consider,  for  example r  the  inevitable  impact 
oh  the  small  farmer  of  the  enormous  increases  in  produc- 
tion unsupported  by  an  increase  in  market  demand,  which 
will  follow  from  the  addition  of  450 ,000  acres  of  newly-^ 
irrigated  land  on  the  west  side  of  the  San  Joaquin  Valley 
as  a  result  of  the  California  V^ter  Project.    Add  the 
factor  that  much  of  this  land  in  owned  by  corporate  giants 
such  as  the  Southern  Pacific  Hailroad  and  Tenneco.  Finally 
consider  that  the  wator  wiXl  be  delivered  to  the  area  at 
the  mere  cost  of  transportation*-- a  90%  discount— presenting 
an  enormous  subsidy  to  thos^  who  least  need  it. 

The  greatest  incentive  which  conglomerates  and 
syndicates  have  to  enter  agriculture  stems  not.  from  the 
prof it  motive  but  rather  from  our  convoluted  federal  tax 
laws*    The  conglomerate  often  realises  'its  gain  from 
supplying  machinery,  equipment,  feed  and  fertilizer  at 
one  end    and  processing  and  marketing  the  product  at  the 
other.    The  gains  realized  from  these  fields  and  from  non- 
agriculturally-relatcd  affiliates  are  offset  against  a  loss 
which  it  willingly  sustains  in  agricultural  production. 
The  losH  is  minimised  or  turned  into  a  gain  by  taking  in- 
come tax  credits  against  the  profits  derived  in  the  other i 
non-agricultural,  fields*    But  the  family  farmer  leng^f #d  ^ 
ex|3lusively  in- agriculture  has  no  offset.    Since  his  com** 
petitor  often  sets  the  market  price,  he  must  sell  his 
product  at  tt  loss  or  go  out  of  business. 
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In  addition  to  tax  advantages,  the  conglomerates 
realize  a  gain  simply  from  the  anticipated* appreciation 
of  real  estate.    Last  year,  the  largest  item  of  increase 
of  agricultural  assets  was  the  enhancement  of  real  estate 
value— a  growth  of  $6r3'billion»    Since  the  value  of  land 
is  increased  only  on  sale',  this  enhancement  of  assets 
again«t  which  the  corporation  can  borrow  funds  is  still 
not  taxable  until  the  year  in  which  it  is  .so Id 4  Therefore, 
the  ifpcculativc  value  of  holding  land  and  the  economic  * 
leverage  roGulting  'from  an  increase  in  asset  value  are 
further  inducements  to  the  corporation  to  invest  in  and 
utilize  agricultural  land* 

Unfair  Competition 

The  result  of  conglomerate  entry  into  agriculture 
is  that  tfio^ingle-activity  fatmer  must  compete  against 
producers  who  not  only  corner  the  market  through  vortical 
integration,  but  produce  at  a  loss,  deriving  the  benefit 
not  from  profits  on  the  sale  of  agricultural  production,  ^ 
but  rather  from  tax  gains  and  land  speculation. 

Over-production,  then  extrinsic  control  of  market 
and  costs,  and  tax-loss  farming,  /continue  to  force  efficient 
family  farmers  out  of  agriculture.    Many  of  those  who  remain 
will  be  tied  by  contracts  to  vertically-integrated  conglom- 
erates as  mere  vassals  or,  as  one  farmer  put  it#  **hircd  hands*** 
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Enormous  industrialized  farms  will  run  for  miles,  inter- 
spersed with  labor  camps*    Merchants  in  rural  communities 
once  surrounded  by  a  higher  density  of  farm  owners/  will 
]|bse  some  of  their  ^markets;  the  body  politic  of  free- 
holders will  shrink/  and  agricultural  areas  will  be 

controlled  by  dominant  land-owning  corpokrations  whose 

*     ■  1 

'  V  *  ■ 

board  members  reside  in  distant  cities* 

Consumer  interests  could  in  the  short  run  equate 
loss  farming  with  lower  prices/  but  the  conclusion  would 
bo  premature*    Seventy-five  ixsrcent  of  the  increase  in^ 
food  prices  in  recent  years  is  attributable  to  non-farm 
costs*    Moreover/  the  recent  disclosure  that  the  monopoly 
conditions  which  prevail  in  the  broakfast^food  industry 
costs  the  consumer  an  estimated  extra  $200  million  each 
year  is  an  indication  that  the  short-term  gain  is  only  a 
sugar-coated  lemon. 

Some  conclusions  can  ^e  reached  regarding  the 
trend  toward  vortical  integration  in  agriculture/  unwarranted 
as  it  is  by  economic  considerations*    CDhero  is  a  need  to 
apply  the  principle  of  public  trust  to  the  affaire  of  our 
largest  corporations  in  o^der  to  assure  both  that  their 
conduct  is  known  to  those  who  will  bo  affected  by  it,  and 
that  it  is  not  patentl;^  inimical  to  the  general  welfare 
of  the  Kocioty •    X^aws  encouraging  unfair  competition  in 
agriculture  should  be  modified  to  assure  that  the  federal 
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governin«nt  help  thoss  in  neecl  rather  than  those  who 
not  only  don't  need  help  but  who  should  themselves  be 
helping  others. 

Public  Trust  Accountability 
;        The  duty  of  private  landowners  and  major  corpora- 
tions to  account  publicly  for  their  activities  and  to 
conduct  their  affairs  in  a  fashion  that  is  not  inconsistent 
with  the  public  good  has  its- origins  in  the  heritage  of 
English  conunon  law.    With  respect  to  land  ownership,  all 
title  to  land  emanated  from  the  Xing  as  the  representative 
of  the  State.    Jn  English  laW/  the* residual  title  that 
reposed  in  the  State  was  momorialiaed  in  the  related 
doctrines  of  escheat  and  forfeituij^.    If  there  were  no 
heirs  to  which  the  land  would  pas«,»;titl^  returned  to  the 
State.    Similarly r  if  the  owner  of  the  land  breached 
certain  obligations  of  loyalty  to  the  State ,  the  land  was 
subject  to  forfeiture.    As  suehi  the  notion  that  ownership 
is  subject  to  overriding  considerations  of  public  good  is 
not  novel* 

A  second  concept  rooted  in  Anglo-American  juris-  ^ 
prudence  applicable  to  major  corporations  is  the  trust 
doctrine.    Coinmeroial  enterprise  is  a  privilege  rather 
than  a  right r  and  should  function  consistent  with  the 
public  interest*    Foz^  this  reason i  many  commercial 
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activitica  are  aubject  to  licensure.  A  person  who  under** 
takes  a  task  in  behalf  of  another  or  performs  a  function 
affecting  the  interests  of  a  class  is  a  trustee  for  that 
group/  and  accountable  to  that  groups  .  He  has  trfe 
responsibility  to  fujjlly  disclose  his  actions,  to  ^provide 
msurance  that  his  conduct  is  in  fact  in  the- interest  of 
that  group. 

The  notions  of  public  trust  and  the  duty  to  give 
an  accounting  are  relevant  to  the  conduct  of  the  thousand 
largest  corporations  in  the  United  States*    A  congromeratc 
whose  aggregate  sales  represent  one-tenth  of  one  percent 
or  more  of  the  gross  national  product  of  the  United  States 
has  a  sufficiently  substantial  impact  on  the  consumer,  on 
commerce,  on  lubor,  on  the  cost  of  living — indeed,  on  the 
quality  of  life,  the  environment,  the  alibcation  of  re- 
sources  and  so  on— to  justify  the  application  of  the 
public  trust  doctrine  to  the  enterprise.  Accountability 
and  the  duty  to  disclose  transcend  the  nceeasity  of  full 
and  complete  disclosure  related  to  the  periodic  sale  of  ^ 
stock.    It  is,  or  should  be,  an  ongoing  responsibility 
based  upon  the  year-to-year  affairs  of  the  entt?rprise  and 
its  continuing  effect  on  the  society. 

The  concept  is  already  manifested  in  regulation  of 
the  banking  industries  in  the  United  States.    The  insurance 
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industry,  for  example,  waat  the  first  industry  subjected 
to  affirxnative  regulation.    It  is  unique  because  it  is 
undertaken  almost  exclusively  by  the  states,  notwith-. 
standing  the  interstate  nature  of  the  commercial  activi- 
^     tics  of  the  industry,    It  is  unique,  also,  in  that  the 
prospective  contractual  obligations  of  the  insurance 
company,  requiring  continual  solvency,  have  led  the 
regulation  of  the  industry  to  take  on  the  quasi  public 
trust  analogy^    The  essence  of  insurance  regulation  is  to 
impose  on  the  company  the  duty  of  full  ddrsclosuro  of  its 
financial  affairs,  including  an  annual  audit  undertaken 
by  officials  of  state*insurance  departments.    Investments  ^ 
by  insurance  companies  are  strictly  regulated,  and  rates 
^aro  subject  to  disapproval  in  the  interest  of  the  consumer 
and  the  solvency       the  company;  , 

The  public  trust  doctrine  is  readily  applicable  to 
the  thousand  largest  corporations  in  the  United  States, 
Legislation  could  bo  enacted  determining  that  any  buainoss 
ontitji^  whoso  sales  in  the  aggregate  eMccodcd  bne-tpnth  of 
one  percent  of  the  gross  national  product  would  occupy  a 
quasi  public  trust  relationship  to  the  United  States ♦  « 
The  duty  to  provide  full  public  disclosure  of  its  activi- 
ties by  way  of  accounting  would  bo  imposed  upon  the  entity 
as  a  concomitant  to  its  public  trust  relationship.  As 
with  the  insurance,  banking  and  communications  industries, 
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a  licensure  provision  could  ba  included  as  Well.  Opera- 
tions would  be  subject  to  periodic  audit  by  way  of  veri- 
fication of  the  ^.nformation  provided  annually  on  a 
voluntary  basis /  at  the  expense  of  the  company* 

Equal  Opportunity  for  Family  Farmers 
Beyond  the  corporate  duty  of  public  disclosure^ 
a  nvunber  of  specific  steps  should  be  taken  by  the  federal 
'  goyernment  to  restore  equal  competition  for  the  family 
farmer*  '  - 

!•    Tax  changes*    Current  tax  laws  which  provide  conglom- 
eratas  with  ^nfair  tax  advantages  should  b<3  rciviewed  and 
modified  to  reduce  the  advantage  deriving  from  land  spocu- 
'  lation  and  tho  competitive  disadvMtagoo  cxperionced  by 
persons  earning  the  bulk  of  thair^ income  from  agriculture 
alonq* 

a)  Tax-loss  farming  'could  be  minimised  by  pro- 
hibiting tax -credits  resulting ^from  the  sotting  off  of 
looses  in  agriculture  against  profits  earned  by  non- 
agricultural  subsidiaries* 

b)  Speculation  might  be  minimized  by  imposing  a 
tax  on  increases  in  land  values  resulting  from  other  than 

^  improvement  of  the  land  or  increased  economic  value  of  the 
land  attributable  to  increased  earnings #  The  tax  would  be 
payable  in  the  year  in  which  tho  increase  ij>  value  occurred* 

'  i>  '.       ■  '  .■ 
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Ownern^who  directly  or  indirectly  derived  their  eubetan-* 
tiei  eernincre  from  egricultural  production  would  be 
exeiapted.  ^  . 

c)    lo  further  reduce  speculation,  net  profit 
from        sale  of  land  could  be  taxed  ae  ordinary  income. 
An  inordinate  tax  occurring  in  the  year  of  sale  could  be 
rifduced  by  application  of  the  income-averaging  provisions. 

2.  Acroago  limit  and  residency  requirrmont.    The  existing 
laws  establishing  the  small  and  medium"«si2e  farmer  as  the  - 
basic  agricultural  unit  of  production  in  America  might  be 
enforced-- specif ically,  the  law  limiting  the  supply  of 
water  from  federal  reclamation  projects  to  resident  farmers 
owning  160  acres  or  less»    Many  farmers  who  have  contracted 
to  divest  themselves  of  excess  acreage  have  not  as  yet  done 
so.    A.  measure  is  now  pending  in  Congress/  in  both  the 
House  and  the  Senate /  which  would  enable  the  federal  gov^ 
ernmont  to  purchase  land  in  excess  .of  the  160-acro  limita** 
tion.    If  enacted  into  law#  the  bill  could  both  reduce 

the  acreage  of  some  landowners  and  at  the  same  time  provide 
for  the  reapportionment  of  prime  agricultural  acreage  among 
small  farmers  and*  farmworkers  desirqus  of  moving  up  to 
farm  ownership. 

3.  Family  Farm  Act.    Recogniting  the  unfair  business  ad- 
vantages which  conglomerates  derive  through  tax*~loss  farmin^f 
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axn3i  land  speculation  #  Congress  sh6ul<^/ enact  t>),^  jpamily 
Farm.  Act,,  which  would  altogether  ]oro!^ibit  engagement  in 
agi^icultural  |)rQduction  by  cottglomerlites  or  large/  non-* 

.  agricuituraliy--bas€^^l  ."enterprises. ,  Xhe  significance  of  * 

-  this  bill  would  be Jto  place  farmers  on  an  equal  competi- 
tive foot  iyig.  >  , 
4*  .  Enc!burage  ?co'-"Ops>    Small  farmers  can  compete  with 
large  farmer s  efficiently,  in  the  eveJit  that  they  are  able 

^  to^take  advantage >  t>£  ecoJpfcmxes  of  scale  deriving^  fffom 
common  purchasing r  process ifig  and  even  marketing*  -  A  , 
jprogram  of  tet:hnical  assistance  should  be  initiated , 

^  providing  asisistance.  to  small  farmers  seeking  to  modern-  - 
ize  plant  and  equipmi^nt,  who  have  combined  in  cooperatives 
which  show  a  c^pabiiiiy  of  reducing  costs  anpl  maximizing 
gairi  from  sale  of  .produce. 

5*    Farmworker  farm  ownership >    A  related  program  should 
be  established  to  pirovide  'seed  money  and  ongoing  technical 
assistance  to,  farmworkers  seeking,  to  take  an  ownership 
position  in  agricultiiire.    The  "program  might  be  integrated 
with  related  government  projects,  so  thatir  for  example,  ' 
excess  land  purchased  under  the  acreage  limitation  enforce'- 
ment  act. would  be  leased  to  individual  farmworkers  w;ho  have 
formfed  agricultural  cooperatives  to  take  advantage  of 
economies  Of  scale  resulting  from  cooperative  purchasing!^ 
processing  and  marketing.    Tho  seed  money  program  would. 


di3t>arities  between  benefits  accruing  to  Industrial 
workers  and  to  farmwotJc^^s ;  under  present  laws  and  ecoiibmic 
coinditions .  FamworJcei^ '  minimum  wages  could  vie '  increais  ed  to 
close"  the  gap  between  the  average  famworkeir  hourly  wage 
an<3  the  averse  industrial  wage  in  America  Similarly, 
*b^nef  its  such  as  .unemployment  insurance  could  be_ex.ten<Jed  * 
^  to  the  farm  labor  foirce- 
9.    Market ing  leverage.    Since  agriculture  meets  a 
national  market— fruits  and  vegetables  can  be  air-fireighted 
frojmi  one  end  of  the  country  to  the  other  in  a  matter  of 
hours — the  question  of  over-production' and  concomitant 
^loss  of  income  might . be  considered  to  be  a  national/  rather 
tl^^i  a  regional,  problem.    Therefore,  national  marketing 
boards  might  bfe  established  to  minimize  unreasonable 
competition  between  farmers competing  tegions* •  The 
marketing  boards  would  function  to  restrict  productivity 
to  that^ which  the  market  is  likely  to  reasonably  absorb, 
minimizing  uneconomic  surplus ses  which  benefit  neither 
fainners  nor^  consumers,  bub  only  maximize  prof  it  5  of 
middlemen- 
While  the  national 'marketing  boards  Would  be  volun- 
tary, special  privileges,  such  as  federal  loan  guarantees, 
mi^ht  be  made  available  to  farmers  participating  ift ^the 
marketing  4oa3:ds  a^  an  incentive  to  participation  and  to 
maximize  their  effectiveness*  ^  ' 
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'  10*  :  Collecliiv6  bargaining  with  processors^  Legislation 
ittoini^elling  processors  and  middlemen  to  bargain  collectively 
.with* farm  associations  would  assure  farmery  a  better  price 
for  their  produce.  ; 

11*.    Zoning >^  Attention  should  be' given,  npt  to  the  solution 

of  short-range  pro  lems,  but  to  establishing  a  system  which 

wi'll  also  preserve  and  maximize  the  utilization  of  our 

t  '  ■     ■  ■ 

limited  natural  resources  for  the  future*    To  this  endr 

Congress  and  the  States  should  institute  a  system  of  agri- 
cultural zoning ,  beginning  with  a  national  survey  of  land 
resources  ^nd  present  utilization.    The  second  phase  of 
the  survey  would  be  to  estaTsiish,  based  upon  the  climatologi-*' 
qal  and  soil'  conditions  in  each  region,  the  most  efficient  - 
iitses  to  which  the  land  might  be  put,  in  terms  of  specific 
agricultural,  timber  or  mineral  productivity.    Next,  agri- 
cultural economists  would  ascertain  the  most  efficient  units 
of  production         the  various,  uses  to  which  land  in  the 
sector  might  be  put.    Finally,  variable  acreage  limitations 
would  be  established  for  all  agricultural  uses  benefiting 
from  some  form  of  federal  or  state  assistance,  such  as 
subsidies,  -loans  or. services.    These  limitations  would  be 
non-restrictive  anpl  would,  rather,  impose  flexible  guide- 
lines to  assure  the  highest. use  of  the  land.     Ifr  for 
example,  the  optimum  acreage  for  a  farm  heist  suited  for 
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miclwestorn*  grain  crops  was  400  acries^^  farms  in  excess  o£ 
440  acres  engaged  in  grain  production  would  either  be 
ineligible  £ox  public  assistande  such  as  government  'loans , 
.or  would  pay  a  premium  for  such  loans, 
12 .    Progressive  real  property  tax,    A  corollary  to  the 
variable  acreage  limitation  and  regional  zoning  program 
would  be  the  imposition  of  a  progressive  real  property 
tax/  based  upon  value.    The  graduated  piroperty  tax  would 
tend  to  reduce  the  advantage  deriving  from  land  held  for^ 
speculative  purposes/  and  reduce  tlie  pressure  foe  increased 
land  values  related  purely  to  speculation  rather  than  to 
increases  in  productivity-related  income.    It  would  also 
discourage  the  concentration  of  owi'torship  of  land  arid 
shift  some  of. the  burden  for  support  of  local  and  state 
functions  from  the  homeowner  to  the  commercial  interests. 
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WHO  WILL  CONTROL  U.S  AGRICULTURE  ? 
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WHO  TOX  CONTROL  U-S.  AGipCULTURE? 


INTgQDUCTION 


Tat  rxmron  of  tm  pusucATioif  w  to  dcicribc  the 
currmt  lituation  «n<!  txtnd*  in  U^S.  ifncuHmv,  dii» 
am  the  fitcton  that  will  infhtexKe  its  future  cMpitiization 
of  pftxitjctiofl,  and  iketch  fome  of  the  aUcnuitsvti  and 
coMoquMioM  of  Kkct<^  couHM  of  actiofi  itnd  tbetr  cftecH 
upon  pnxluccn^  input  wppUmi  ycocmon,  and  con* 
Himen. 

When  diKUMtnf  the  organuation  and  control  of  U.S. 
agricultural  production,  a.  definition  of  agriculture  al  uied 
here  i«  in  onJer.  The  tenn  agricultitre  includes  the  pro- . 
duction  and  madceUng  of  food  and  fiber  cropii,  Itmtoclc^ 
and  poultry.  Although  forcit  productt  are  produced  on 
many  fanm,  the  forett  product!  industry  ii  not  ipecifically 
included. 


Although  proccMing  and  diitribytion  of  food  and 
fiber  commoditiei  are  looictiroes  included  m  part  of 
modem  agnculture,  thii  publication  wei  the  more  i«- 
ftrictive  definitioo  Juit  noted.  However,  it  rccogmaw  that 
vertically  integrated  companies  may  control  orgamxation 
of  production  on  farms. 

To  include  and  analyse  all  the  policies  that  affect 
organixation  and  control  of  agriculturf  ii  a  fonnidabla 
task.  This  is  partly  so  because  research  to  help  provide 
insights  is  far  from  adequate.  In  many  cases  policies  that 
are  in  dTect  «nd  tht  troids  aisoclated  with  these  policies 
may  appear  as  evidence  but  may  bt  .inieipreied 
differently. 
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1:    WHO  CONTROLS  AGRICULTURE  NOW?- 
THE  TRENDS  UNDERWAY 

LeonArdR^lCylt,  Michigan  Stia$  University  _       ^  s. 

B.  Sundquist,  Univitniy  0f  MinnesotM 
Harold  D.GuUher,  Univ*rnty  pf  Illinois  at  Urbana-Champaign 

ihiciW*  9i  (mm  (Mc^tli  of  aH  ftnM  pradMce  timmt  two-tlM<  M  t^),  lurt 
\n  >vJio  f*nnm  »rc  and  Iww  control  it  cxercM.  t»i«r«dH  IKS  a«ta  mrwl  mmc 

coqMrABMM  we  tdll  a  mnkmt  iiiliiiaice«  Wt  a  dUnl  of  )iTii4#di  ami  a«  dflidi 
crops  aw  iifw  pnKiiicca  «i«kr  maur        ^  f*fwanl  cairtracii*  lVAap« 
wf^ghtr  ol  aM  art  Ai  more  SataafiUc  tntinh  l#wardl  ka«it(i{illaad<«  «C  the  en***© 
foW  aiHl  fiWr  lyMm-- a  vertical  nKrduMidWH-«^^ 
*  :  |loiiKra<<H'lkiiMiMrwctFUr««S^«^'^^ 
ledka«fe|y  a<M  •«  tks  iwmiIh 

«Mi>r  cwK^cm  expftw^^       8*  agrfUiJuc**  cenf^lowcralct  gal*  •!  pra- 

dttctiM  and  markcttaf  of  a  MiW(aiib*al  portfam  tlie  food  mpply,  tibcy  would  pralH 
aUr  tw  aMe  to  omtnA  prkw  and  Iwott  prolka  }»rkm  ttUnM  W  t^waii^ 
action* 


ONcorTiiKXKYuauxf  in  Amtiican  agrJcvhurc  today 
ja  **Who  will  conirol  productioJi  and  matketing  of 
agrkultural  producU?"  Many  arc  aware  of  tlie  con- 
tmulng  (Jeclinc  in  farm  numbcti  and  tKc  {ncrfaiins 
^conccniratkm  of  produclion  on  Urgfr  farnn.  They  are 
aho  conccmcd  that  tlieff  UrgMcale  production  unlto, 
•  whi^h  are  btcominf  roore  involved  with  inlegrated  or 
contractual  anangcmmtt  to  marktt  iheir  product* 
Arough  induitrialbcd  "food  lyftema"  congJoniertlw,  may 
^lomc  day  appfoacb  the  concentration  of  cconofctc  power 
now  present  in  much  of  o«r  induitiial  ecooocny. 

ThtK  dcvclopmenU  coiild  point  to  a  future  time,  pcr- 
liapa  only  two  or  three  decadet  away,  when  lole  pn> 
prictonh jpi  and  tlic  typical  family  icalc  fann  uniti  ai  they 
prciently  exiit  will  havts  eJientiaHy  vaniilwd  in  the  tTnitcd 
State*,  Even  lo,  many  atnalkr  part-time  or  part-Income 
farmi  would  continue  lo  rxiit. 

T}ic  concern  amonf  farrncn  and  rural  people  ahout 
tlw  changri  iltat  are^  taking  place  i*  increasingly  evident. 
Many  of  die  change*  are  not  peculiar  to  agriculture  but 
foltow  tlie  pattern*  of  duuige  in^tlje  iiiduitriaUred  lector* 
of  tlic  economy*  Gradually,  Kieijcc  and  lechiiok>gy,  much 
of  it  iupplied  in  prototype  form  by  tlie  land  grant  univer- 
litie*  and  tlie  Dnited  Sute*  Department  of  Agriculture^ 
hav^  made  it  poifcblc  foe  each  farm  worker  to  produce 
more.  Outpyt  per  hour  of  farm  work  ba*  more  than 
doubled  *ince  1950.  Some  of  thi*  productivity  gain  »*, 


however,  rightly  attributed  to  oflf^fafm  cortpomnl*  of 
tlm  agricultural  Smhiitry. 

Over  time  the  farming  uniu  dominating  commercial 
production  have  become  larger.  Even  to,  only  5  percent 
of  America**  famW  are  large  enough  to  employ  mote  than 
18  month*  of  hired  labor  per  ybur  and  the  fan^Jly  labor 
input  pet  farm  ha*  remained  reUtivtly  unchanged  In  the 
la«tdetade. 

Art  additional  complexity  of  the  farming  lectbr  i*  thp 
incrcaiing  Jnvakement  of  farm  entrepetneur*  with  off* 
farm  empioyment  arid  inveitment  activijie*.  An  increaiing 
percentage  of  dw  owner*  of  Geniu*  CUm  and  ainalkr 
farm*,  or  their  wive*,  are  engaged  in  off.farm  employ^ 
ment.  WiUi  modem  traiiiporUtiod  and  communicatiom, 
it  U  becoming  eaiier  to  combine  die  advantage*  of  living 
on  a  *mall  farm  with  working  a  40-hour  week  in  a  neatby 
community,  Thli  i*  particularly  true  in  the  industrial 
aieai  of  the  eaitem  United  SUte*,  The  opportunitia*  for 
ofT'farm  empk>yment  are  much  fewer  5fl  the  pUina  »tam 
andtthe  Rocky  Mountain  are**.  The  «Mtnt  com  beh 
itate*  are  rapidly  filling  wiUi  indu*trial  communiU«* 
cated  k**  than  thirty  mile*  from  numy  farm  families  At 
the  »amc  time,  many  of  the  entrepreneur*  of  larger,  more 

'The  ecounmic  dmn  of  iutMdtiintA  hf  ilje  Bmrm  of 
C^Mui  am:  ClM  1.  nkt  #f  140.000  Mi«l^av«r;  CImi  2.  mIm 
ik  920Jm  10  m»M;  CUmTjUh  of  $10,000  to  llMW; 
imiuoi  l&.QOd  to  ff.^fj  CUM  5,  MiM  ar  ^IflOQ  !• 
t^lMi  f«  kii  tlMM  17,900,  |Mn  time,  ptai  nunmtM, 
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commercial  famii  arr  also  involved  with  proftJiioivil  cni' 
plo>TO«ht  and  invcsimcnti  outskic  of  farming.  Thii  grad- 
.  ual  dfmi$c  of  a  "ilrictly  farm«r'*  c!a»  will  be  described 
in  more  detail  later,  but  U  icriouily  affects  the  crou* 
currents  of  farm  mvncr»hip  and  cntrcprc ncunhip  in  rural 
cotnmuoitiei. 

Farming  Widely  Varied 

Perhaps  the  nx>9t  accurate  attribute  of  farming  is  tlie 
increasingly  divTrgcni  nature  of  tlic  operating  businesi 
unitSj  among  both  tlie  more  commercial  (generally  over 
$20,000  in  annual  uki)  and  the  numeroui  smalleri  Im 
commercial  ones.  For  example,  in  1067  the  Internal 
Revmue  Service  reported  aboyl  3,591  farm  units  which 
•  had  mer  $500,000  in  farm  busihcn  receipt*  C^O*  About 
1»479  of  these  were  sole  propn'etmihips  and  tl»c  remainder 
were  partnrrihips.  Also,  15,1 15  ilic  largest  units,  gross- 
ing over  $200,000.  averaged  $C3b»000  in  ulei.  At  Uw 
lame  time,  over  onp  and  a  half  million  individuals  re- 
porting fann  income  Iiad  farm  rcfeipu  of  under  $5»000 
ami  taxable  incomes  ct  under  $1»000. 

TJir  number  of  tenanl«opcratcd  farms  h  decreasing 
and  the  number  ot  farms  uith  part-owned  and  part- 
rented  land  is  increasln;*.  Entry  into  farming  for  young 
fanners  is  itill  possible  if  tlfty  arc  ready  to  accept  a 
smaller  farm  and  obtain  only  a  part  of  their  Income  from 
farmin^.or  become  tenants,  but  it  is  relatively  difficult 
if  they  try  to  accumulate  the  equity  to  acquire  control  of 
a  strictly  commercial  Class  1  unit.  Becoming  *  busino^ 
partner  with  a  relative  is  easier  for  ^cmp. 

The  larger,  mere  successful  commercial  units  arc 
puttin;:  tciiQUi  rconomir  pressure  on  many  of  the  smaller 
units,  where  the  operator  is  tr>ing  to  remain  and,  often, 
to  become  a  "fuINtimc"  farmer.  Some  dcKribe  the  ttnerg- 
ing  trends  as  agrarian  cannibalism!  The  "adapt  or  die" 
concept  was  never  more  applicable  than  it  is  in  faxmlng 
today.  Many  efficient  farms,  willi  wies  of  over  $100^000 
annualJy,  are  o^^-ncd  and  operated  by  a  family  unit  of 
two  members  witli  up  to  18  months  of  hired  labor.  Thus 
thi  Cfmpttitivt  pressure  cannot  be  blamed  entirely  on 
large  cor  potato  unit?. 

What  changes  in  tetlmology,  cfcnomic  forces,  gav. 
cmmrntal  actions,  and  inslituliom  helped  to  create  tlie 
current  situation  and  fnierging  trends?  Wliai  actions  can 
be  taken  to  modify  or  negate  the  forces  now  in  motion  or 
to  create  iinv  countervailing  forces  if  this  is  tfse  desired 
course  tt  action?  A  final  imiwrtaiil  question  that  still 
defies  answaiug  is  "What,  if  anything,,  does  tlic  public 
want  done?"  Tlie  objective  of  this  publication  is  to  de- 
scribe tlH5  cunrni  situation  in  fanning,  reflecting  on  tlie 
\mi  and  looldng  to  tlic  future,  to  better  understand  wliai 
is  happening  to  conlrojof  agricultural  production. 

•This  and  iimihr  refcretitei  are  lined  at  the  end  of  esch 
chapter 


Changes  in  thc>Nunibcr  and  Size  of  Farms 

Many  of  tlic  Institutions,  traditiom#  atxi  values  relat* 
Ing  to  the  farm  sector  of  our  economy  were  dc\Tlopcd 
before  World  War  U.  In  1929,  approximately  sue  million 
farming  units  were  identified  by  the  Census  of  Agricul- 
ture. A  high  proportion  of  tlje  production  of  most  farm 
commodities  came  from  relatively  small  farms  that  were 
owned  or  operated  by  a  farmer  and  his  fainily.  The 
main  exceptions  )s'ere  $otac  plantations  in  Uie  South  and 
some  large-scale  "specialty  crop"  units  In  Galifomla. 

Over  time,  the  farming  units  cJominating  productnm 
have  become  larger  and  more  conunercial.  Not  only 
have  production  units  grown  In  siie,  but  many  have  been 
integrated  with  other  stages  of  food  and  fiber  marketing. 
Currently,  many  very  large  producUon  units  can  only  be 
described  as  industrialized  units  which  bear  fittlc  rcKm* 
#blancc  to  firms  producing  the  lame  product  40  years  ago. 
Examples  are  today's  cattle  fcedloU  with  over  20.000- 
head  capacity  or  egg  factories  with  orje  million  birds. 
These  units  rwt  only  arc  much  larger,  in  terms  of  pro- 
duction, but  also  use  much  more  capital  ar>d  less  labor 
and  land  than  their  predecessors. 

Note  the  changes  in  the  concentration  of  agricultural 
production  in  Table  \A  using  data  derived  from  tl»e 
Census  of  Agritulture.  In  1929,  of  tiKfse  farms  that  were 
in  Census  Glass  2  or  larger,  1.2  percent  of  about  six 
million  census  farms  produced  14.9  percent  of  tlw  out- 
put (adjusted  to  1964  farm  prices).  However,  it  took 
all  farrnjwith  product  tales  of  $5,000  or  inorc- (Census 
Class  4  and  larger)  to  provide  45-2  percent  of  the  total 
output.  Converielyi  units  producing  under  $5,000  of 
Output  still  provided  51,8  percent  of  total  farm  lales;  In 
very  sharp  contrast,  in  1964  only  12.7  percent  (tliosc 
fanms  with  over  $20,000  sales),  of  tlie  3.16  mililon  census 
commercial  farms  produced  64.4  percent  of  tlie  value  of 
total  farm  tales.  It  is  estimated  that  20,2  percent  pro» 
duccd  75  percent  of  the  sales  value  in  1970.  Smaller 
units,  87.3  percent  of  the  total,  produced  only  35.6  per- 
cent of  total  output. 


TaUe  l,i-^Cmnf9k(mm  of  tli«  ConccatratlM  •!  Nmnker 
of  Farms  aiHl  Vahw  of  rrodhcls  SoU,  1929  (Adkulei 
to  19M  Prices),  19Mi  low,  aii4l970« 
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The  concentration  of  production  on  the  Urgtr  unit! 
not  tmiform  )by  type  of  firm  or  by  »rt«,  In  1964  Urge* 
ic»lc  uniti  with  over  $IOO/jOO  in  laJei,  ptoduccd  over  68 
percent  of  the  output  in  the  Sutci  of  Gtlifomiji,  Ari« 
xma,  and  FJoridxj  while  New  Mexico  and  Cok>r»do  fot* 
lowed  widj  39  and  42  percent.  In  the  Midwcjt  and 
Northeastj  large  Kale  uiUts  were  not  «o  important 
(Fig.l). 

The  ii»e  distribution  of  farrm  hai  both  a  historical 
bac1(gn>und  and  a  rtlationship  to  the  type  of  cropj  and 
livestodc  products  produced.  Even  in  1929,  20  percent 
of  the  production  on  vegetable  and  fnilt  and  nut  farms 
came  from  units  that  by  current  output  standards  would 
be  in  Census  Glass  1  farms  (those  with  $40,000  or  more 
in  sales).  But,  by  1&64,  only  5,577  vegetable  farms  pro- 
vided 81  percent  of  tlic  production  (Talks  1.2  and  1,3), 
and  about  7,S3f  units  producing  otlier  field  crops  {in« 
eluding  potatoes,  lugar  bcclf,  etc.)  had  over  74  percent 
of  the  output  of  farmi  of  this  type.  It  is  expected  that 
1969  census  data  will  show  further  concentration." 

Tlie  changes  that  have  occurred  for  diflertnt  typci  of 
farms,  as  cUiiified  by  the  census,  are  given  in  Tablei 

*  DuU  by  type  of  firm  ihouU!  be  «vailsbt«  in  19?3. 


Owpter  j;  iCyje.  Saadquise. 

1.2  and  iJ.  To  date,  tobacco,  dairy,  and  caih-grain 
fanns  hiave  shown  less  concentration  in  pro^tkm.  For 
example,  in  1964, 23.9  percent  of  the  total  production  of 
caih  grain  farms  came  from  Clait  1  units.  The  %ure 
for  dairy  farms  is  similar,  but  it  is  leu  for  tobacco  farms. 
Although  the  trend  to  concentration  of  productton  on 
the  larger  farms  has  not  progressed  as  Tapidly  on  cash- 
grain,  dairy,  and  tobacco  farms  as  jt  has  on  most  other 
farms,  it  Itai  progretied  substantially, 

A  different  data  series  shows  the  lack  of  concentration 
of  beef  cow'calf  operations  (5),  The  aver ajf*,  number  of 
beef  cows  per  farm  in  the  United  States  was  26.3  in 
1964.  Even  -though  some  ranchet  are  large>icale  um'ts 
with  over  1,000  cowi  and  it  is  easy  to  find  herds  with 
over  5,000  cowl,  the  dominant  unit  is  very  small.  In  the 
eastern  half  of  the  counti>',  beef^ow  herds  average  less 
than  20  cows.  Theic  are  supplementary  enterprises  de- 
veloped to  utilise  oiljerwifc  watted  resources  on  crop- 
Kvestock  farms  or  part-time  farms. 

The, concentration  in  fed  beef  production  is  a  sharp 
contrast  to  bcef^alf  production.  On  January  1,  1972, 
58  percent  of  the  fed  cattle  came  from  only  2,204  feed* 
lots  witti  a  capacity  of  over  1,000  head.  The  other 


JAaiUtittt  ky  fanbi  >tkk  f 100,000  w  mt*  ta  giMi  sftlci  m  ycrccaug«  tt  t«Ul 
snJukctiaff  tf  mU  Unm  ht  the  4%  caatigMitf  stsles  (1H4  ctmmh  (F^»  1) 
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6^^  QuMcr  1 :  XyIc.  SundquNr,  ud  GuHKrr 

.^■"^-^  _  ^^^"'^ 

Vintubl©                              785      .  2,730  S,577 

Otl«*CfJacTop                        699        4,011  7,334 

fptiliiy                         ,.       225       11.151  19249 

FnatMdnut                       t,924        G,547  1,103 

MiicelUtKOtM                           101         3,830  5,034 

R»«:h                                1,829        6  7.17  5  921 

CiHloo                                  441       13,171  15,031 

Unmck                               453       29 ,4  W  35,116 

iktktFtd                                  50        4,775  8,783 

(Migr*^                             486       10,828  19,301 

882        8,538  15,4M 

TobMXD                                            .333  1,000 

ToUl                 ^          7,8«      102^109  141,914 
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19  0 
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67  0 
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02  1 
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2^  2 

59  8 

C»  0 
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51  2 
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13  9 
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20  7 

33  0 

1  a 

IG  7 

21,0 

3  0 

15  3 

23  4 

M  9 

8  2 

ToUl 

1 0 

32,8 
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f  5.  UiMi  al  Ar^iw* 


168^813  lets  fed  ihc  remainder.  TJie  trend  .to  Urge  fccd- 
loti  has  been  \rry  rapid    recent  ye*n. 

By  1970,  the  hrr.nt  W/m  {mimt  in  the  United 
Statfs  i&iox  witii  nirj  ovrr  ItO.OOO)  ccnipfiifd  only 
76  percfnt  of  the  29  milHon  total  but  ccntrollcd  over 
02,5  pr rrrnt  ot  the  produaioti  of  food  and  filtr  (9).  If 
thIi^«rrod  continue!,  it  is  concclvibic  tlut  witliin  two  or 
thfcr  decades  70  to  m>  pct(tut  of  total  farm  produr tion 
could  be  tencentratcd  on  about  100,000 /a«m.  Of  what 
tyjK*  and  Iww  laigc  will  tlieie  units  be?  Wliat  will  be  tlie 
capita!  inveitmcnt  reriulrcd?  How  will  farm  commod- 
ities be  marketed  and  prices  estaWiilicd?  Who  will 
really  control  tliese  production  units?  What  fanning  op. 
porluniues  will  rrmainfor  the  otlicr  (perhaps  1,500,000) 


ksi'than-csocuncrcial  farroi?  These  arc  question*  that 
are  uppcnnoit  in  the  minds  of  toaoy  people,  particwtarly 
those  <Joiely  allic<I  with  farminf . 

The  Changing  Nature 
of  Farm  Entrq)rcncurs 

With  the  drastic  deaeasc  in  the  number  of  farmi  that 
dominike  the  major  part  of  agricultural  output,  it  k 
»mport«t  to  focus  attention  on  who  really  owns,  coo* 
troll,  arwihianages  tl>e  larger  units.  Are  they  Jcally  bona 
fide,  full-time  farmen  in  the  commonly  accepted  sense 
of  40  >Tart  ago? 

Data  from  the  Internal  Revenue  Service  for  1966 
(Table  1.4)  help  increase  our  undentanding  of  the 
people  involved  in  farming,  About  3  million  individuals 
reported  fanft  income"  in  1966.  Not  all  of  these  indi- 
viduals were  active  farmers  and  not  all  farmen  reported 
Income.  So  there  ij  some  difference  in  the  p(^ations 
reported  in  tlie  Ccmus  and  IRS  data.  Of  lho«?  indi^ 
viduals  reporting  farm  income  to  IRS,  90,000,  or  3 
percent,  have  been  clasied  as  "affluent."  To  be  so  classic 
fied,  tl>ey  had  to  Have  total  taxable  income  of  over 
$25,000  (for  oOicr  specificatioos,  tee  footnote  to  TaMc 
1.4)  (8).  T^icse  individuals 'were 'generally  associated 
with  larger  farms  (averaging  ahnost  $15,000  in  tash 
farm  receipts).  Since  less  than  one-third  of  tliis.was  net 
farm  profit,  the  taxable  farm  incoiiw;  was  considerably 
less  than  tlieir  average  taxable  income  from  rwnfarm 
sources  of  $12,000.  Half  of  this  group  reported  income 
from  wages  averaging  over  $20,000  and  56  percent  re- 
ported dividends  averaging  almost  $15,000.  Nearly  a 
third  of  tlic  group  was  involved  in  a  Jwnfarm  sole  pro- 
prletorsliip  cr  a  partnership,  and  tlje  avcraga  income 
from  each  of  these  sources  was  about  $!flt5Q0  and 
$14,000  rtipectively.  •  « 

Another  441,000  individuals,  or  14  percent,  were 
classed^  as  '.Veil  off,*'  usually  having  taxable  incomes 
from  $10,-000  to  $23,000.  Tln-y  had  cash  farm  receipts 
averaging  $19,240.  TJieir  average  Uxable  olT-farm  in- 
u>me  li'as  $9,660,  wluVh  was  also  hlglier  than  tl»clr 
taxable  r>ct  farm  profits-  Perhaps  about  half  of  this 
group  could  realistically  be  classed  as  bona  fide,  full- 
time  faimeri  witlK3ut  significant  ofT'farm  Income^ 

The  531,000  individuals  represented  by  tbcsc  two 
groups  apparently  constitute  most  of  tlve  unincorporated 
cntrepretieurs  for  tl)e  U.S.  Census  Class  I  and  H  farms. 
In  1970  VS.  Department  of  Agriculture  estimated 
597^000  Class  I  and  H  farms  with  over  $20,000  in'sales. 
Y€tt  their  diptttitnci  en  ftmini  «  s  tauuff  of  mm* 
to  /ay  for  fmUy  livins  tni  to  reiln  Mtt  W4s  owe- 
ihUowid  by  their  incomi  from  off-Um  mtctu  In 
fact,  many  ^itrategicalV  used  their  fanning  operation* 
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TMt  1.4— Fitfw  mmI  Off  mm  laew  Kcyri<jl  ij  XmMriM  f  <U  I«4w»d  Krrtw  Smkck  jtit  ^ 

  ^^^"^^  *^ 
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tWmiddlf    l,OBt,000       36        55        tO,040        72         t  J.OtJ  . 
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to  reduce  their  inconK'  Ux  UabUitjo  uml  enlumce  tln-ir  be  clawed  at  family  uniti.  Thoii|h=riiii  number  Ji  rcla- 

accumulation  of  wcahh.  Only  39  percent  of  the  "affhi*  tivcly  imall,  it  ibould  be  remembered  that  in  1971  only 

ent"  group  and  .61  percent  of  tbe  "well  ofT'  group  re-  lU  of  the  largeit  nonfann  indttitrial  corporationi,  each 

ported  farm  profit*  to  tlic  Internal  Revenue  Service.  with  a»ieti  over  $1  billion,  controlled  about  51  percent 
Vet,  87  percent  of  the  673,000  ''poof^'-individWi  with  ^    of  the  anetj  uiicd  Jn  manufacturinjf  in  the  United  Statei 

much  imaller  farm  operationi  reported  farm  profits.  (4), 

Thuf,  Reinier*  reporting  of  IRS  data  (Table  1.4)  Gallfomia'i  corporate  farmi  warrant  ipedal  mention 

provide*  a  new  dimemion  to  the  gradual  demiie  of  a  becauje  of  Uks  large  number  of  unita  (2).  Many  «  these 

itrictly  farming  daw  of  rural  peopV,  Sixty  percent  of  are  vegcfable,  fruit,  nut,  and  Cotton  fwrnl^Jbc  averaje 

the  total,  or  more  than  1.8  millioflindividuaU  of  upiH-r*  acrei  operated  by  corporate  farms  waj  5,000  for  wholly 

middle  and  lowermiddle  affluence  reporting  farm  in-  owned  unlti,  about  1,500  for  rented  operationii  and 

come  in  1%6  (groups  G  and  D.  Table  1.4),  had  modest  5,800  for  part^owned,  part-rentcd  «tuatK>fti.  Lew  than 

farm  operations  averaging  only  about  $10,000  and  1.700  farm  corpor*tioni  in  1968  had  about  25  percent 

$8,600  in  farm  receipti  reipecUvely.  These  two  group*  of  total  production  from  Califomiai  farmi.- Among 

averaged  over  $5,000  and  $2,000  respectively  in  taxable  tlie«r  farm  corporations,  owr  80  percent  were  mvoWed 

income  from  nonfarm  sources.  And  more  than  half  of  »n  no  activity  except  farming.  This  «  a  higher  percent- 

tlKS  indivJidualJ  in  these  groups  had  wages  from  off-farm  tJ^an  for  any  otlnrr  lUte  except  Montana, 

work  that^atcrially  contributed  to  tlieir  totil  adjusted  It  is  difficult  to  document  the  increased  mvolvcmeni 

gross  income  for  tax  purposes.  '  of       P«bl.cly  I*eld  corporations  m  agricultural  pn>- 

In  a  real  Knse  pcrwns  in  the  G  and  D  groups  are  ^"CtKJn,  but  many  bel.eve  th,s  is  occurring,  llic  Jegii- 

classedasfarmersl^cau^theyliveonandofteno^rate  ^^^'T* 

small  noncommerdal  farms.  The  673,000  imlividuals  J^^^r^t  Ujc  mvolvement  of  con>oraUons  ^ 

classed  as  poor  m:iy  even  more  appropriately  dtseuc  a  because  of  imeni.ve  concerns  of  farmer,.  North  Dakota 

farmer  da5!^catIon  than  the  up^er-rSiddle  Vnd  lower-  h«  had  a  law  that  ^\<}}^^^^^,r^^ 

middle  groups.  They  had  very  little  income  fmm  non-  or  operaUng  farmland nee  ^^f.  Howtver^^^ 

farm  lourcei  even  tliough  their  farming  operations  were  ^^"t^ve  curbt  have  yet  been  maplemented, 

very  small  and  tlieir  income  was,  in  n>ost  cases,  well  . 

below  tijc  poverty  kvci  Forward  Contracting 

and  Integrated  Production 

Corporate  Farms  .  Some  farmen  fear  tliegraduaUncreaic  of  agricultural 
Approximitcly  10,700  of  tlw  Census  Class  1-4  farm     *  output  matket'-d  through  forward  contracts  or  intc- 

units  wrre  estimated  to  be  controlled  by  corporations  in  grated  production  operations.  Others,  such  as  milk  pro* 
1967  (2).  Though  this  estimate  is  rough,  it  lends  lome    ,  ducers  and  sugar  beet  growen,  often  do  not  reallac  that 

penwctlvc  to  the  total  incidence  of  corporate  ifajms.  tlicir  output  is  marketed  undei^a  forward  contract  and 

Some  of'  Uwe,  perhapi  2,500,  are  wry  Urge,  involve  may  have  been  for  many  yean.  Contract  and  verUcally 

various  types  of  nonfarm  business  ventures,  and  canrwt  integrated  production  increased  slightly  in  tbe  10  yean 
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between  1960  and  1970  from  *n  cstimilcd  19  to  22 
perfcnt  of  total  output  (7),  'Iliii  itpreicnU  coniidcraSte 
vaiiation  by  crop  and  type  of  livcitock  product.  Cur- 
rently an  cjtimatcd  30  2  percent  of  the  livTitock  and 
liveitock  producti  and  only  14.3  percent  of  the  crops 
are  produced  under  contracts  or  integration.  Ho\vtvcr, 
100  percent  of  the  lugar  beets  .and  sugar  cane,  96  per- 
cent of  the  fluid  milk,  and  97  percent  of  the  broUerj  are 
pn(»duced  under  pnor  coramitmenti  (Tabic  1.5).  For 
sugar  and  milk,  fcdera!  laws  and  regulations  are  wry 
much  a  part  of  the  syitcrti. 

The  nrethodi  used  t(J  contract  for  the  ta!e  of  fluid  milk 
arc  coniidercd  latisfactory  by  most  dairy  farmcri,  in- 
cluding the  Email  ones.  Many  farmers,  however,  deplore 
tlic  bfk  of  f^rfdom  which  exists  for  the  farmer  who 
produces  broilers  under  contract.  At  least  o  part  of  the 
di/Terrnce  results  from  dairy  producer  focperativea  con- 
troHtng  the  contractual  arrangements  for  milk  whili* 
laige  feed  conipanies  or  other  nonfarm  firmj  control  the 
contracting  for  broiler  protlufticn.  TIiuj,  producers  arc 
considered  to  have  a  mere  efTrctive  voice,  and  greater 
entrepreneurial  input,  in  mt'm  the  contract  terms  for 
milk  than  for  broilfrB,  As  farm  cooperativrs  p,rt  brgor 
and  more  powerful,  farmer  mrmbero .  are  rcncemrd 
about  their  rclationjhip  tn  the  ninrketing  dffijiona 
made  by  the  leadert> 

'In  the  b5t  10  years  a  con:ideralj!e  increase  haa  takert 
place  in  prearranging  the  disposition  of  prcrr Esing  ve;»- 
ctalli'S,  fed  cattle,  cfj*%  and  turkeys,  'i^ir  only  farm 


-c^Elftinuitcd  PercenfaKe  of  Ouli 
1  Contracts  a»d  Ver 
{■19G0tiid  1970 
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Uadcr  Forward  Co^fracts  aiid  Vertical  iKtegnitlbii 
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commodities  that  showed  a  tre^d  toward  reduced  con- 
tract production  were  dry  beans  and  peas.  In  these 
cases,  once  production  procedures  wrre  adequately 
standardised,  little  economic  incentivT  remained  ^fofr 
continued  contracting.  Wheat  and  feed  grains  are  ex- 
amples  of  fanp  commodities  whey  little  economic  in» 
centive  for  vertical  integration  oi'forward  contracting 
has  arisen  to  date. 

Industrialization  of  Our  Food 
and  Fib^r  Systems 

Tbc  rapid  applicadon  of  science  and  mechanization 
to  most  sectors  of  farming  lus  been  widely  recognized. 
So  has  the  increased  incidence  of  vertical  integration 
and  contract  production  for  some  fann  products.  Less 
>vcll  rccogniacd,  however,  hu  been  (I)  the  recent  in- 
dustrialization  of  some  sectors  of  africullurc  via  con- 
glomerate integration  and  (2)  tltc  shift  in  emphasis 
throughout  the  dislribuu'on  (iiannel  froni  roarkeu'ng 
commodities  to  marketing  food  and  related  services. 
These  de\'eIopments,  although  niH  somewhat  limited, 
have  brou;;ht  Into  some  farming  acu'viu'cs  the  full  power 
of  capital,  teclHluI*g)>  dnd  bucSness  enterprise  already 
present  in  other  more  liighly  industrialized  KCtors  of 
.Ihc  ecofiomy.  Tliey  involve  much  more  tlJan  mere  con- 
tractual  delivery  of  a  farmer's  product.  The  involve- 
ment of  feed  companies  in  the  production  of  broilers 
and  eggs  is  a  recent  example.  J'wo  components  of  this 
industrialization  enumerated  by  Farrell  (3)  and  by 
others  arc  (1)  the  enormous  expenditureo  made  for 
product  and  service  de\-eIopmcnt  and  (2)  the  prolifer- 
ation of  brand^differentiaifd,  advertised  produtta,  which 
are  packaged  in  a  wide  range  of  forms  and  decigncd  to 
capture  the  food  dollar  of  affluent,  conveniencC'Seekinf; 
consumers. 

The  old  limplc  concept  of  food  as  a  staple,  basic  com- 
modity'and  of  a  sovereign  consumer  with  a  clearly  de- 
fined  demand  for  food  is  being  cast  aside.  Industry  seeks 
to  create  ccnsunwr  demand  for  differentiated  products 
and  then  to  lailcr  the  marketing  and  production  process 
accordingly.  Tliis  ii  a  process  that  has  been  used  ef- 
fectively in  the  production  and  marketing  cf  automo- 
biles, television  sets,  and  numerous  otlicr  coniumer  iteifll. 

Clearly  not  all  farm  products  lend  themselves  to  this 
system  of  industn>liied  production  and  marketing. 
However,  the  appearance  on  the  scene  of  a  number  of 
Qrms  interested  in  Klling  a  line  of  foods  and  related 
services  suggests  that  some  farm  pixjduction  units  will 
or  could  be  absorbed  into  laige  industrialized  units  in 
varying  degrees.  Current  developments  in  confinement 
hog  raising  and  jmw  leasing  arc  causing  lome  observers 
to  predict  potentially  drastic  structural  changes  in  hog 
production*  in  the  future.  Changrs  in  product  or  pro- 
cessing may  also  influence  concentration, 
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■  Food  Manufacturing  and  Distribution 

Incrcsiscd  concentration  in  food  manufacturing;  and 
distribution  by  large,  often  highly  integrated  firms  can 
•   be  ej(pected  to  further  increase  the  size  of  farms.  This 
0  ,  results  from  ihe  food  firms  trying  to  minimize  the  costs 
and  inconvenience  by  bu^^ng  and  assembling  farm' 
products  in  the  large  volume  lots  that  they  require 
.  ^  and  by  controlling  quality  tightly.  .  f 

<f^-  The  total  number  of  food  manufacturing  plants  has' 
dropped  from  42,000  in  the  darly  1950's  to  fewer  than 
27,000.  Xn  thc^our  milling  industry- alone,  the  number 
owas  halved  during  the  195p'i  and  1960's^  so  that  now 
fewer  than  540  mills  are  slill  in  busmcss.  In  1965,  the  31 
largest  firms  had  more  than  40  percent  of  the  total 
milling  capacity  in  the  United  States. 

Plants  processing  poultry  have  also  declined  in  num* 
«bcr  and  become  larger  jn  lizc^'^The  number  of  federally 
inspected  plants  fell  approximately  15  percent  between 
1964iand  1970.  However,  the  number  of  large  plants  — 
thosc'pi^bessing  30  million  or  more  pounds  poujtry 
year — about  doubled.  Thqy  now  account  for  nearly 
80  percent  of  the  total  output  of  all  federally  inspected 
plants. 

Merchant  food  wholesalers  have  doubled  sales  per 
establishment  *since  the  early  1950*s.  The.  number  of 
establishments  decreased  only  slightly,  partly  because 
inany  have  been  needed  to  supply  the  requirements  of 
Ahc  booming  instituti(^nal  food  market.  However,  whole* 
s^Ie  functions  Art  more  and  more  being  integrated  with 
rct;liling.  Four  out  of  five  firms  in  the  supermarket 
industry  have  "their  own  centrM  warchouscs^or  else  ate 
aiDliatcd  with  a  rctallet-owned  cooperative  or  a  whole- 
salcr<sj!>onsored  voluntary  chain,.  *  .  ^ 

These  firms  dominate  retail  sales.  To  illustrate,  over 
three«fourth^  of  all  grocery  stofe  sales  are  currently 
rung  up  in  supermarkets  (defined  as  shaving  annual 
sales  of  $500,000  and  up)^  Numerically-  they  increased^ 
from  over  33,000  in  1960,  to  over  38,000  last  ytai*.  The' 
numbcpof  '-Ismail"  grocery  stores  —  those  with  ^ales  o£ 
pAcn  than  $100,000—  fell  sharply.  In  1970^  only  113,000 
^^hjroained  out  of  a  , total  6t  168,000  in  1960  (W). 

Who  Benefits  From  Larger  F^rms 
and  Improved  Technolo^?      '  ^ 

For  years  farm  management  (Economists  have  debated 
how  la.r|gc  a  farm  should  be  to  achieve  the  gj^atest  cfii'^ 
cicncy.  Until  recently,  the  rcse archie vidence  seemed  to  ■ 
favor  operations  of  modest  size  that  could  easily  be 
handled  by  a  farmer  and  i.hls  family.  The  penlstent 
trend  to  larger  units,  some  of  which  are  very  large  and 
still  financi;^ly  successful,  is  causing  a  re<evalt&tion  of 
the  potential  for  large  scale  and  industrialized  units. 


Chapter  1;  Kyle,  Sundguist,  and  Guither-r-fl 

^  Conclusions  from  recent  jrcsearch  support  the  Wew 
that  units  as  large  as  5,000  acres  can  be  successful  in  the 
Com  Belt,  but  that  well<managed  two«man  cash-'-grain 
units  of  i,000  to  1,200  acres  will  be  competitive  for  some 
time  to  comtf.  Two«man  livestock  farms  with  600  to 
800  acres  will  also  have  considerable  staying  povitr  (6). 
Yet,  how  -many  farms  jn  the  Com  Belt  art^  this  large? 
How  many  farmera  in  the  Com  Belt  can  'achieve  a  goal 
of  even,600  crop  acres  in  the  near  future?  Nearly  half 
of  the  current  units  would  need  to  vanish  fn^n^crop 
production  for  this  to  happen.  AVith  the  pbtcntlal  for  • 

-  combining  farm  and  off^farm  activities,  m^iny  part- 
income  units  will  remain  competitive  and  a  wide  range 
in  size  and  organization  of  farm  .units  can  be  expected 
for  a  long  time.  ;  ' 

The  prospects  for  the  concentration  of  most  of  dui?«- 
agri(;ultural  output  on  from  100,000  to  20Q,000  com-  ' 
mercial  farm  units  depend  on  the  continued,  adoption 
of  new  technology.  Since  1930,  the  public  appropriations 
for  itit  purpose  of  developing  iiew  knowledge  and  ex- 
tending, it  free  of  direct  charge  to  farmera  have  almost 
doubled  in  each  decade.  In  recent  yeara,  private  busi- 
nesses have  also  added  lafjge  investments  in  the  research  • 
and  development  of  the  inputs  needed  for  agricultural 
production  or  in  related  processing,  marketing,  and  dis- 
tribution. The  investments  jn  and  the  flow  of  new  tcch« 
nology  to  agrumlture  arc  expected  to  continue  as  farm 
labor  and  prQdbc4l|Ve  cropland increase  in  economic 
scarcity. 

The  real  cost  <|3KKi  to  the  American  consumer  has 
declined  by  half  or  more  since  .1929.  This  has  ocqiiried 
because  w^ge  rates  in  nonfann  Industries  have  quad- 
rupled between  1929<^d  1970  while  the  prices  of  farm 
products  less'than  doubled  during  the  same  period.  The 
explanation-  fof-  this  a  the  competitive  nature  of  the 
jigiiculiuraL  sector  which  rests  firmly  on  technological 

A  Dig  concern  about  the  foture  adoption  of  new  tech- 
nology  apparently  relates  to  the  potential  competition 
among  the  early  adbpters,  many  of  whom  will  operate 
large'^ealc  units.  Since  the  carly'adoptera  of  technology 
are  usually  the  people  or  firms  who  obtain  the  greatest 
benefits  and  the  Icn^h  of  time  for  the  adoption  of  n.ew 
technology  is  decreasing,  competition  among  early 
s^doptcra  may  speed  up.  If  the  new  technology  fails^ 
there  may  be  a  survival  problem  for  early  adopters  who 
are  not  well  financed.  Large-'scalc  conglomerate  corpo- 
.<hitions  would  jprobably  have  more  ability  to' withstand 
such  losses,  Alio,  vVcaltliy  farm  entrepreneui^'with  ample 
off' farm  incomc^can  overcome  losses  better  than  a  farmer 
whp  is  entirely  dependent  on  farm  income. 

//  tar^t  agribusiness  conglomerates'' gain  control  of  the 
production  and  mafketifig  cf  a  substantial  portion  of  the 
food  supply t  it  is  assumed  they       use  techniques  that 
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are  far  from  perfectly  campelitive.  In  fact,  they  may 
operate  more  Ijkejht  large  corporations  thai jiow,  controls 
much  of  ihe  industrial  wealth  in  the  United  States.  With 
extensive  control,  these  units  would  be  able  to  regulate 
prices  and  boost  profits  unless  they  are  restrained  by  the 
actions  of  government. 

Goycrmnent  Programs 

Government  policies  have  affected  U.S. 
de^opmcjit  lincc  the"" early  days  of  the  nation.  In  the 
18th  and  19th  centuries  government  policy  for  agritul- 
turc  centered  around  the  acquisition  and  distribution  of 
land  in  the  public  domain.  Land  grants  to  faiJro;^s 
stimulated  railroad  building  and  facilitated  the  tranS' 
portation  of  agricultural  profjucts.  The  Homestead  Act 
opened  a  broad  expanse  of  agricultural  land  to  people 
with  a  minimum  of  capital.  It  also  was  a  major  deter* 
minant  of  fa'rm  size  and  organization  for  a  long  period. 
>^y  the  end  of  the  19th  century,  policies  gradually  shifted 
to  those  aimed  at  conservation  of  land  and  other  natural 
resources,  improving  the  availability  of  credit  for  farm^ 
and  building  institutions  for  agricultural  education  and 
research.  After  World  War  I,  political  action  to  assist 
fanners  through  implementation  of  price  supports  began 
to  emerge  as  the  major  farm  ^licy  thrust.  The  Agri- 
cultural Marketing  Act  of  1929  created  the  .Federal 
Farm  Board  and  the  first  direct  efforts  of  government  to 
influence  farm  prioei.  The  Federal  Farm  Board*s  efforts 
did  not,  however,^  prove  successful.  Failure  can  be  at- 
tributed to  several  factors  including  the  general  depres- 
sion of  the  193b^s  and  a  lack  of  effective  methods  to  limit 
production  in  line  with  effective  demand  But  the  ex^ 
pericnce  gained^ through  this  effort  stimulated  efforts  to 
write  a  new  farm  law. 

The  Agricultural  Adjustment  Act  of  1933  provided 
for  producflion  adjifstment  through  limiting  production. 
After  it  was  declared  unconstitutional,  it  was'  replaced 
by  the  Soil  Conservatidn  and  Domestib  Allotment  Act 
of  1936  and  then  the  Agricultural  Adjus^ent  Act  of 
1938.  Ame||dments  and  additions  to  these  'acts  have 
been  'made  generally  every  three  to  five  yean,.  As  a  re  * 
suit,  agriculture  h«^  beeiV^mder  some  type  of  farm  com- 
modity income  support  program  since  the  I930'i. 

The  budget  for  the  U.Sm  Department  of  Agriculture 
in  rccipnt  years  has  included  program^  for  the  benefit  of 
both  farmers  and  consumers.  The  largest  single  portion 
■  of  the  budget  has  been  allocated  to  income  support  pro- 
.gi^s.  In  addition,  programs  in  credit,  conservation,  rc«  ^ 
searth,  aiid  services  and  Public  t»aw  480  provide  direct 
ot  indir(;ct,bcnefits  to  farmers  (Table  1.6). 

Since't^60,  direct  income  fiayments  have  risen  along 
with  the  total  federal  budget  for  agriculture.  Fccd^grain, 
wheats  and  cotton  program  payments  in  1970  made  up 


Table  1.6  ~-U.S.  Departmeat  of  Africultnre  Kodfet 
for  the  1971  Fiscal  Tftar 

G«cr.l  purport                         ^J^°  VcrcmX 

Income  iupport  w          3,7W.4  T  ~46 

Credk.                                        670.4  8 

Coniervation                                 455 .8  ]\      ^    6  ' 

Research  and  icrviccs  . . .      682.9  7 

Consumer  food  services                   1,976.9  24 

Public  Law 480                              702.5  .  9 

Total                                     8,090.9  100  . 


about  89  percent  of  all  government  payment)  to  farmen 
(9).  in  the  1971  fiscal  year,  these  programs  accounted 
for  about  46  percent  of  the  total  X?SDA  budget  High  ex- 
penditures for  these  programs  have  resulted  in  a  pii'opor- 
tionately  high  distribution  of  payments  to  those  states 
and  those  producers  where  feed  grains,  wheat,  and 
cotton  are  important  and  constitute  a  major  part  ol  the 
agricultural  production.  , 

In  1970,  direct  payments  totaled  $3.72  billion.  In  the  ' 
same  year,  these  payments  were  equal  to  23.7  percent 
of  U.S.  ^realized  net  farm  income.'  Since  some  costs  were; 
involved,  these  payments  resulted  in  additional  net  farm 
income  of  something  over  $3.4  bilUon.  These  payments 
varied  largely  in  proportion  to  the  size  of  individual 
farm  operations  and  volume  of  sales  (Table  1.7). 

As  a  result  of  price  support  programs  that  tie  benefits 
directly  to  farm  size,  larger  farms  have  received  much 
larger  benefits  than  small  farms.  For  example,  in  1970, 
7.6  percent  of  all  fanns  (those  with  over  $40,000  gross 
sales)  received  30.4  percent  of  all  payments^  ' 

Effect  of  Government  Programs 

Havc^vcmmcnt  programi  encouraged  formatioja  of 
larger  units?  This  is  a  very  debatable  question.  Most 
programs,  whether  price  support,  land  retirement,  or<-^ 
direct  payments)^  essentially  base  both  performance  re*  ^ 
'  quirements  and  rewards  (price  and  income)  upon  past 
history  for  individual  units.  AIiK>,  most  programs  at- 
tempt to  perpetuate  certain  past  ^latipnshipj  among 
tenants  and  owners  al  long  as  tenants  remain  on  the 
land.  They  have  not  protected  against  loss  of  access  by  Sj> 
tenant?  and,  except  for  sugar  cro]|^^Di^had  no  pro- 
t^fftfdn^  for  wage  labor.  Const quenHi^^^frnment  prt-- 
grams  do  not  of  themselves  materially  alter  the  previous  ' 
income  relationships  among  farmers  of  various  types  and. 
sizes.  Presumably  incomes  are  raised  in  a  more  or  less 
uniform  percentage  for  all  fatms^^^  * 

There  are,  of  course,  exceptions.  At  various  times 
smaller  farms  have  been  given  a  relative  advantage 

*If^  payments  are  excluded  u  part  of  realized  net  income, 
then  they  are  equal  to  30  percent «  the  realized  net 
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Table  1.7  •^U^FamlwwiiieDbfHlmtiMlif  Sales  Clwcf»l^ 

^  Fgrnu  with  teldr  of   jy| 

~MMOO  S20,000      S10,00a     (S^bOO      SisOO    LcMthaa  'bona 

-         -  .  ■ndmore  tq39,999    to  19,999    ta9^999    tor4,999  >Z,50Q 

Nu3*ber of ikrnu(thou»«»di>........                            223  S74           513         370         260       1,W  ^  2.924 

D»ftributioii(perecat)..;                                            7.6  12.8          17.5        12,7  8.9        40.5     '  100 

Quh  receipu  (percent  dtrtribuUoD)..,                           52.5  21.4         ,15.6          5.11  2.t  2.6  100 

.  Aver»cc  realized  groMittcorac  per  fwm                    I12M12  $32,096      $17,450      $9,324      $5,199      «,14»  $19,330 

.  AverAfereaKzcd  net  Income  per  firm*....                $  25,664  $  9,962      $6,206     $3,492-     $2,049      $1,059  $5,374 

'  AvcTAceoR'-fanniiKoindperiwmoptifmtorfiimily....    $   5,803  $5,503      $  3,452     $4,964      $5,465      $7,954  $5,133 

■  Aver*fC direct joveromentpaynicnu per Jann  ,$   5,067  f  2.527      I  1,715      $  916      $  592      I  227      I  t.271  • 

Dtr<xt|OVeriunentpaymcntMpc«tatdiitributlMi)...         30.4  25.5          23.7         9,1  4.1  7.2  .  100 

through  minimum  aHotmenti  or  upward  factoring  of  have  bten  ft  contributin|f  factor,  Ovetall,  kowtVfTt  wUh 

payment  ratci  and  more  liberal  rules  for  Isi^d  retirement  th*  txctpfion  of  iohucco  fmrms  and  pithapf  Qiher  timUid 

On  the  other  hand,  in  the  1970  Act  moif  of  these  con-  .siivattons^tht  jmpaci  of  govemmint  paynunts  has  hfin 

ceisibns.  except  for 'cotton  farms,  weie  eliminated.  !]Cn-  to  help  financt  tht  ^ouHk  to  targ*  optraticnf  for  many 

stead,  a  limil  of  $55,00d  was  placed  on  payments  that  f amirs.  At  tht  samg  tirtu  propgms  hftit  prooidid  in-r 

large  farms  could  rective.  This  limit  has,  however,  gen*  com*  stability  and  adjusirrunt  assistanclto  some  fartntrs 

o^Ily  been  regarded  as  ineiTectivc.          ^         *  '  who  havit  chosen  not  to  increase  the^ie  of  their  feirm 

At  the  least  then,  history<basedf  prognuns  were  nor-  .     operations  or  who  were  unable  to  i^o  so.  \ 

intended  to,  nor  did  they  prowdc  a  major  differential  a. 

mcome  advantage  to  smaller  fa™.  That  t|^^  CtonunCfcialL  Farms  in  PcnpCCtivC 

has  been  to  give  a  poiiUve  net  long-run  differenUal  ad-  •  i 

vantage  to  larger  farms  is  an  often  advanced  concltmon.  T^cre^is  a  ten<iency  for  KHne  people  to  think  in  jberms 

The  evidence  appears  to  support  it*  ^*JZ*ra/tr>f^or/anlrM-  of  commercial  farms  as  being  all  ther^^R  farming. 

sorts  for  bilievint  that  price  and  ihcome  programs  speed  Yet,  ih  reality  there  are  approximatelysix  units  with 

the  trend  to  concentrated  holdings  are  (I)  wealthy  inves-  under  $20J)00  in  sales  for  every  unit  with  over  $20,000 

torst  eithitr  jArm  or  off'-famit  presumably  are  highly  fi'  in  sales,      y      '  "■ 

sponsive  to  protected  income,  (2)  the  stability  of  income .  ^       Each  year  there  are  more  rural  residents  who  are 

promised  by  programs  may  provide  vn^rdtifd  access  to  *     farming  and  also  working  full  time  off  the  fjirm.  This 

frig  capital  markets f.  and  (3)  small  farmers  have  difficulty  is  particularly  true  near  metropolitan  industrial  areas. 

accumulating  capital  for  expansion  even  with  commodity  These  people  prefer  to  live  in^a  rural  arcf  and  pn^age 

price  supports.                  /  In  sn^l  agricultural  operation^  without  any  intenti<m 

A  second  line  pf  reasoning  is  An  almost  ironic  eountci;-  of  becoming  fuH-time  farm(^rs,  AIso>  there  are  many 

part  of  the  previous  ones.  Part  of  the  staying  power  of '  small  farmers  who  are  semiretited  and  use  the  farm  to 

the  tradilional  farmer  has  been  his  willingness  to.  accept  kWp  busy.  USDA  estimates  show  that  two  out  of  three. 

*  a  substaiidard  incoYne.  As*  incomes  arc  lifted  to  Aberican  fatmeis  receive  over  half  ot^  their  annual 

equivalent  levels  with  nonfumera  by  government  pnpr  ;K.(:^i'iccbic  from  o^-farm  sources. off -farm  income  of 

*gramsi  farmers  lose  the  protection  they  had  with  lower  ^'^'^^rm  operators  doubled  in  a  deca^  rising  from  $8JS  . 

earnings.                                . '  '^Billion  In  1960  to  $17  billion  in  1970/S^en  it  exceeded 

Some  side  effects  may  also  favor  larger,  farms/lf  'net  farm  income  for  the  first  time  fPj. 

larger  farms  are  undermanned  and  underequipf)ed,  ^Very  sizable  land  resources  will  continue  to  be  uScd 

land-retiremci^t  programs  are  very  attractive.  If  stnaller  .  for  noncommercial  farms  regardless' of  what  happens  to 

fulUtime  farms»ar6  overcapitixlized,  they  find  land  re?  -M^'^c  concentfs^ion  in  *co,minercia|  agriculture.  Much  of 

tircmcnt  onerpus.  Also,  the  rionfanncr  who  can  "farm*'  the  ptodijictiqiq^uom  thtsc  units  will  be  for  home  con- 

the  program  through  land  ownership  finds  land  retire^  ium]$Ubn  orlockl  use,  ^ut  aj  long,  as  markets  are  acces- 

ment  more  attractive  than  the  •  full-time  operating  si!)ie,  some  produotioii^ilPalso  enter  into  the  Indus- 

farmer  who  cannot  buy  or  rent  more  land.            °  -  *    trialized  food  system. 

A  number  of  factots  have  been  "Responsible  for'  in-  Very  few  logical  reasons  can  be  used  to  predict  that  the 

creases  in  the  number  of  large^farms  and  it  is  difHcvlt  «     forces  how  in  motion  in  agriculture  tvUl  subside  in  the 

ito  specify  the  extent  to  which  government  programs  niar  future  unless  major^hangesare. made.  JnAct,  2.  few 
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acientistt  believe  that  new  technology  in  farming  will  be 
adopted  atnin  even  faster  rate  in  the  jacxt  two  decades, 
Most  of  the*c  new  developments,  like  many  in  the  pa$t, 
will  result  in  larger  farms  and  require  more  capital  and 
more  sophisticated  management,  As  ;»U  of  these  forpcs' 
converge,  it  will  become  even  more  difficult  for  an  in- 
dividual entrepreneur  to  become  esublished  and  com- 
pete successfully  in  commercial  farming.  The  managerial 
skills  and  equity  capital  requirements  will  be  too  great. 

Some  family-owned  partneirships  and  corporations 
artd  ai  limited  Jnumbcr  of  sole  proprietorships  will  be 
able  to  tontrot  the  resources  needed  to  organize  an 
effident  farm  business  operation  for  some  tinie  to  come. 
However,  the  problems  of  settling  esUtes  whtrc  large 
amounts  of  capital  and  high  estate  taxes  are  involved 
and  the  inability  of  some  families  to  work  together  in 
*Qlvii)g  the  intergcneratioii  transfer  of  farm  units  will 
gradually  work  to  the  advantage  of  larger-scalc,  less 
family-oriented,  entrepreneurial  control  of  agricultural 
output  The  forces  imposed  from^the  processing,  mar^ 
keting,  and  distribution  Sector  will  alsa  enhance  this 
trend.  'This  is  particulatl^  tnie  for  those^famj  commbd- 
^jitics  that  f^f^  become  an  important  component  of  an 
integrated  food  production  and  market  service  system'. 

The  future'  for  many  part-time*  and  part-iifcome 
fatms  with  sales  under  $20,000  will  remain  good  as  long 
aiii^tKejr -prbduction  has  acccsi  to  ntarkcts  that  are 


reasonably  equiublc.  Stability  in  their  nonfarrn  income 
will  be  very  import^t.to  picm.  So  the  divenity  in  the 
size  and  structure  of  operating  farm  units  of  all  sizes 

will  continue  fora  long  time.  ' 

\   0        °  ■  •   ■  • 
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2.    ISSUES  IN  CONCENTRATION  VERSUS  DISPERSION 

HaroidF.  Breimyer,  University  of  Missouti'Columbia 
Wallace  Sarr,  Ohio  State  University  * 

Questions  nflfectinff  »  policy  chdicc  between  a  concentrmted  vemit  ditpcned 
)^  fmrtmn;  syttcm  are  not  new;  Criteria  for  the  chokt  begin  witb  the  ideali,  values, 

and  goak  of  all  who  are  affected — farm  t^raton,  tenants  and  laborei^  marketers, 
and  confutncrs.  The  authors  test  the  two  systems  against  these  criteria  while  rcf 
minding  that  other,  intermediate  systems  also  are  poisable.  FiurthcTi  any  preference 
for  dispersed  farming  does  not  exonerate  that  system  from  its  faults  or  excuse  it 
frbm  all  need  to  change.  Overall,  purely  economic  factors  in  the  poliey  choice  are  not 
more  important  thun  "our  ideas  of  the  kind  of  world  we  want  to  live  In  " 


The  ultimait  valuf  of  a  free  economy  is  not  production, 
but  freedom,  and  freedom  comes  not  at  a  profit,  but  a 
cost 

—  Henry  WalVtch 

Had  it  been  merely  the  Hberal  spirit  alone  which  inspired 
the  American  fattier  to  become  capitalisticalty  oriented 
.,,,tht  difficulties  he  encountered  would  have  been 
greater  than  they  were.  But  where  land  was  abundant 
and  the  voyage  to  the  New  World  itself  a  claim  to  inde- 
pendenee,,  the  spirit  which  repudiated  peasantry  and 
tenantry  flourished  with  remarkable  case, 

—  Louis  Hartz 

EACH  OENl»ATlo^  cxaggerateslts  own  place  in  history. 
It  sces*its  accomplishments  as  original,  its  problems 
as  ttntisual.  United  States  agriculture  today  is  no  excep* 
tlon.  It  ov-erexalts  its  achievements  and  overrebukes  itKlf 
for  its  deficiencies.  It  overstates  its  problems  as  new  and 
unprecedented. 

A  pressing  poliey  problem  for  the  foreseeable  future  is  , 
horn  farm  production  and  marketing  is  to  be  organized 
and  who  is  going  to  control  it.  Thrust  upon  us  after  40 
years  of  preoccupation  with  acreage  controls  and  price 
supports,  this  organizational  issue  appears  strange  and 
new.  It  is  not  new  at  all  ;  it  is  ancient. 

From  the  time  primitive  man  divided  the  tasks  in  pro- 
viding food  and  skins  until  the  day  of  modem  commercial 
fanning,  the  organizational  system  has  been  a  subjctt  of 
deep  importance  to  farmers*  Also,  it  Is  important  to  those 
associated  with  farm  production  or  marketing,  and  to 
thoie  dep^dent  on  it  for  sustenance  —  that  is,  to 
everyone; 

Historically  fanning  has  been  organized  in  many  ways 
and  it  is  organized  differently  in  various  parts  of  the 


\forid  today.  Famis  range  from  the  minifundia  to  the 
senilfeudal  estates  in  Latin  America  and  from  the  Kat* 
tered  hereditary  private  pk)ts  of  western  Europe  to  large 
corporate  farms  of  the  -western  United  States  and  the 
large  State  farms  of  the  Soviet  Union. 

In  most  of  the  United  States  «  singk)  kind  of  orga- 
nizationiil  system  lus  prevailed.  Best  known  as  the  family 
farm,  it  is  more  lEcurafcly  designated  as  a  small.unit 
proprietorship.  The  term  used  in  this  pulilicatton  is  n 
"dispersed"  or  traditional  s>^tem  of  farm  production  and 
marketing,  which  contrasts  with  its  extreme  oppositCt  a 
"concentrated'*  system.  By  using  the  general  term  of  dis- 
persed farming,  we  avoid  bemg  bound  to  a  particular 
system  of  the  past  or  present 

The  poHcy  question  is  not  whether  things  will  be  kept 
just  as  they  are  fit  is  neither  desirable  nor  possible  to  do 
sa.  Rather  the  basic  question  is  whether  some  versidn  of 
a  dispersed  farm  production  and  marketing  organization 
is  to  prevail  or  whether  the  control  of  UJS*  farm  produC" 
tion  and  marketing  will  be  concentrated  in  g  relatively 
small  number  of  Urge  firms,  A  key  word  is  control*  It 
has  little  relatk)n  to  the  form  or  loution  of  operating 
units.  In  »  dispersed  farming  system  decision>making 
power  is  dispersed.  In  a  concentrated  s}'stem  the  control 
rests  in  a  few  hands*  Also,  ^hc  iuuc  involves  the  degree 
of  dispersion  or  concentration  that  will  develop. 

The  opening  chapter  sketched  some  current  develop- 
ments  in  U.S,  farming.  This  chapter  will  outline  some 
of  the  criteria  by  which  policy  should  be  considered, 
name  some  ,  of  the  causal  forces  that  account  for  the 
trends,  and  list  a  few  alternatives  and  some  consequences 
to  various  segments  of  society* 

The  criteria  particularly  concern  the  values  and  goals 
that  ought  to  enter  into  policy  decisions  of  such 'vital 
importance. 
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Valttcs  amd  Goals 

Fust  we  consider  the  desires,  the  ideals^  the  values,  and 
the  gdali  of  persons  affected  by  the  future  organization 

faim  ]Mioduc(kyi  and  marlcctinff.  \N'hat  indeed  are  the; 
aerations  of  fanpers?  This  includes  not  only  the 
owtier-operators,  but  also  the  tenants  and  the  wage  work* 
en.  In  addition,  what  do  su{^Uefi  and  marketeia  expect? 
What  does  the  contuming  public  ask?  Xs  there  any  coqp' 
mon  ground  among  the  i^roups  named  above?  Do  all 
hoM  the  same  values  and  share  stmilal'  goals?' Although 
unanimity  is  neither  necenary  nor  possiblcj,  a  consensus 
must  exist 

Operating  Farmers 

Attitudes  and  aspirations  of  operating  farmers,  whether 
part  or  full  ownen,  have  been  pulMscounted  often  (1, 3, 
4,  5,  6t  7).  The  findings  arc  rabccd;  not  only  do  indi» 
vidual  fanners  disagree  but  many  persons  are  inconsistent 
b  their  viewpoints. 

The  following  points  probably  appnndmate  the  find- 
ings   most  farmer-attitude  sttidies. 

*  Farmers  eagerly  leek  new  technology  or  are  tech- 
nologically progressive.  No  longer  <rc  most  fangers  hide- 
bound as  to  practices  in  production. 

*  Farmers  are  willing  to^  into  debt.  lIThe  older  in- 
tense resistance  to  indebtedness  has  waned,  However>  thb 
has  not  extended  to  acceptance  of  permanent  heavy  in- 
debtedness (Ml  land.  Fanners  aspire  to  a  sizable  ctjuity  in 
land.  This  has  become  harder  to  achieve. 

*  Farmers  are  of  mixed  mind  about  assuming  high 
risk  Versus  entering  into  either  contractual  arrangements 
or  governmental  programs  to  reduce  uncertainty.  G^- 
eially,  however,  as  farming  risks  increase,  farmers  are 
more  willing  to  accept  measures  to  reduce  them. 

*  The  vast  majority  of  farmers  declare  they  paefer  to 
■remain  independent  proprie*tors  buying  and  selling  in  the 
open  market,  rather ^tl^n  enter  into  production  C(Hitracts. 
This  has  not  stopped  the  steady  growth  contracting  in 
various  products. 

*  In  principle  farmers  favor,  or  at  least  accept,  the 
benefits  of  group  action,  as  in  cooperatives  or  bargaining. 
On  the  other  hand,  they  are  reluctant  to  become  in- 
volved in  it.  This  contradiction  is  reported  by  several 
studies  showing  that  farmers  Approve  collective  action 
in  marketing  and  pricing  but  are  tmwilling  individually 
to  join  in  it 

*  Farmers  want  financial  security  for  themseK'es,  par- 
ticularly  for  tl^  retirement  yean,  but  hesitate  to  grant 
equivalent  pronctions  to  hired  farm  workers,  at  by  social 
security,  unempAyment  insurance,  workmen's  compensa- 
tion, or  unionizi^iion.  Fanners  tend  to  take  a  paternal- 
istic view  toward  hired  workers. 


*  Fanners  have  a  genuine  kive  of  the  land,  a  respect 
for  it,  and  a  ilestre  to  protect  and  preserve  it  This  atti» 
tude  is  not  mercenary;  it  hasiroofs  that  are  almost  reli* 
gioui.  It  extends  to  an  acceptance  of  measures  relating 
to  what  is  now  called  ''ecology,"  which  includes  the'older 
idea  conservation  but  cTttends  beyond  it  to  environ- 
mental protection  and  preservation. 
<  *  Farmers'  attitudes  toward  earning  an  acceptable 
income,  to  which  they  of  course  gKe  much  emphasis, 
may  be  put  in  terms  of  their  favoring  *'commutatxve 
justice'*  while  objecting  to  the  prindple  of  "dijtn*butive 
justice."  These  terms  deKn*bc  two  different  concepts  of 
soda]  justice  that  are  derived  from  the  ancient  Greeks. 
Commutative  justice  refers .  to  equality  in  private  rela- 
tionships. Distnlnitive  jusdce  calls  for  more  direct  action 
to  share  wealth  and  income.  It  justifies  policies  to  give 
direct  help  to  penons  suffering  low  inoxnes.  Fanners 
generally  accept  the  principle  of  distributive  jtutice  only 
for  handicapped  persons,  the  elderly,  and  similar  dis- 
advantaged  groupi  and  others  with  v^wm  they  are  per- 
sonally acquainted  or  can  personally  identify. 

Among  examples  commutative  justice,  farmers  have 
supported  measures  to  bring  honesty  and  fair  trading  m 
marketing,  and  even  to  seek  price  parity  for  farm  prod^ 
ucts.  They  have  hesitated  to  accept  income  rcdistnlmtion 
through  direct  treasury  payments,  a  fortrt  of  diitjributive 
justice.  When  difect  payments  gained  wider  use  in  farm 
programs  they  were  made  more  acceptoble  by.  cloaking 
them  under  the  concept  of  land  renul,  which  classifies  as 
commutative  jtistice.  In  reality,  only  a  portion  of  direct 
payments  pays  for  volunUry  retirement  of  land  and 
thereby  conforms  to  commuutive  jusdce.  The  remainder 
is  income  supplement  and  fits  the  idea  of  distributive 
justice. 

Tenants  ^ 

Traditionally,  the  farm  tenant  has  been  regarded  as  a 
potential  owner  trying  to  acctmiulate  enough  capital  to 
climb  the  agricultural  ladder.  As  land  becomes  scarcer 
and  more  cosdy,  the  ladder  becomes  harder  to  climb. 

Little  evidence  is  available  as  to  tenants'  hopes  and 
plans.  Some  want  to  buy  land  for  a  base  of  operations. 
Others  find  it  more  promiking  to  put  their  funds  into 
operating  cajHtal  and  4nto  education  for  their  children, 
as  they  till  ever  larger  acreages  rented  from  as  many  as 
five  or  six  or  even  more  landlords. 

The  relationships  with  landlords  involving  farm  pro« 
gram  rules,  security,  income,  and  level  of  living  are  pre- 
sumably of  primary  importance  to  career  tenants,  ^th 
regard  to 'technology,  risk,  group  action,  and  attitude 
toward  land,  texuuits  probably  hoM  many  of  the  same 
values  as  owner-operators. 
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Hired  Farmworkers 

Some  workeri  are  nelghbori  or  other 'fartncn  with 
few  iltcmjitiva  who  arc  "hclpiflg  out,"  but  there  *1»0 
it  a  hired  labor  cUh.  The  hired  farm  labor  group  ranget 
from  jpcnnaiMmt^ikillcd  labor  as  on  large  dairy  fanw  to 
temper^  seaional  labor  with  little  attachincnt  to  agri- 
culture. 

The  intcrcttj  of  thcjc  hired  pcrioni  appear  to  he  Iden- 
tical with  tHo«e  of  induitrial  labor:  wAgo  ratei,  worldng 
condiUoni,  tUbility  of  employment,  and  fpnge  benefiti 
including  worfanen*t  cornpenMtion,  unemployment  com* 
pemation,  health  iniunnce,  luid  locial  lecurity.  More 
farm  workcn  arc  tumiag  toward  the  union  form  of 
oiganizatioA  at  a  vehiclcio  o^jres*  and  preif  their  wishei. 

Marketers 

Finni  that  buy  from  farmen  arc  usually  marglh* taken 
and  arc  Affected  more  by  the  volume  of  butinns  done 
than  by  the  price  level  of  farm  products,  Thcywant  the 
wlume  Urge.  Marketers  have  frequently  opposed  pro- 
grams by  which  farmx-rs  might  limit  theil'  output 

Market  firms  are  concerned  not  only  with  the  price 
and  volume  of  farm  products  available  to  them  but  also 
with  the  dependability  of  timing  and  quality  —  the  morc 
10  as  they  become  part  of  the  ''industrialintion"  of  the 
food  and  fiber  industry  referred  to  in  Chapter  !. 

Input  Suppliers 

Supplien  of  inputs,  like  market' iimas,  arc  usually 
margin- taken  and  thertforc  emphasize  a  tajge  volume 
of  busincji.  In  contrast  to  mariteten,  howcvTr,  the  input 
supplien  usually  show  morc  concern  farmers*  vicoroes 
becaujc  they  know  that  farmen  buy  raore^fcrtilitcr,  Ifac- 
ton,  and  other  production  inputs  when  their  incomes  are 
favorable. 

'Input  supplien,  particularly  of^pn)du<;ts  such  u  feed 
and  fertilizer,  find  it  advSmUgeous.  to  esublish  secure 
outlets.  They  resist  both  sharp  fluctuations  in  volunte  and 
a  high  cost  of  selling.  These  objcctivef  explain  why  they 
sometimes  seek  contractual  outlets. 

Agribuiineii  finns  located  in  rural  areas,  both  mar- 
kcten  and  supplien,  appear  to  feel  a  cloKr  tic  to  farm 
affain  than  do  those  farther  removed. 

The  Consumirfg  Public 

The  public  at  large,  which  both  consumes  farm  prod, 
ucu  and  finances  farm  programs  through  its  taxes,  has 
much  at  stake.  US,  eonsurmrs  hovf  recently  decided 
their  wiihes  with  some  emphasis*  Wholesome,  nutritious,  ^ 
safe  food  at  a  moderately  low  cost  seems  to  he  their  ma*  ^ 
for  objective. 

Nevertheless,  it  is  unfair  to  charge  consumen  with 
purely  sectarian  or  selfish  attitudes*.  They  frequently  ex- 
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preM  concern  for  kg|'texm  goals  such  as  conservation  of 
land,  and  respect  rtrmen*  aspirations  for  bofti  acc«fpt> 
able  income  smd  proprietary  sUtus.  Consumer  protests 
o\<r  high  food  prices  have  been  directed  ahnott  exclu- 
sively toward  processon  and  retailen  and  rK>t  toward 
farmen.  Farmen  enjoy  considerable  good  will  among  the 
comunung  public 

Dispersion  Versus  Concentration 

Features  of  Dispersed  Farming 

A  diiper»ed  system  of  farm  production  and  marketing 
by  definition  has  many  proprietary  units.  On  each  unit 
the  operator  combines  in  himself  two  or  morc  economic 
roles  such  as  laborer,  manager,  capital  supplier,  and 
often  a  landholder.  The  proprietory  sUtus  of  farmen  in 
a  dispened  system  is  usually  related  closely  to  an  opcn^ 
market  system.  This  does  not  rule  out  all  contractual  ^ 
marketing,  but  it  excludes  contractual  arrangemenU  that 
Kriously  compromise  the  xnahagerial  independence  of 
the  farmer.* 

A  dispersed  syettm  of  farm  production  and  markitini 
does  noteuM  general  rule  result  in  sharply  divided  eco* 
nomic'social  classes  for  those  who  work  the  land,  for 
those  who  mrniage  i?,  and  for  those  who  own  it.  This  is  an 
important  feature* 

A  dispersed  system  puu  little  if  any  economic  power, 
in  the  hands  of  each  farm  or  farmer.  ThcTarmer  can 
manage  his  own  resources  as  be  sec*  fit,  but  be  possesses 
no  economic  power  bc>'ond  his  farm  gate.  This  is  a  bisic  ^ 
characteristic. 

This  definition  is  more  gciKral  than  precise.  It  does, 
not  rule  out  all  absentee  landlords  and  it  allows  for  some 
hired  labor.  But  it  excludes  concentrated  power.  It  fits 
the  kind  of  farming  that  has  prevailed  in  the  North  and 
East  and  in  part,  but  not  all,  of  the  South  and  West 
Typically  most  landlorjjs  have  been  closely  invohred  with 
farming,  often  being  retired  farmers  or  farmers*  widows. 

In  the  U.S,  this  kind  of  farming  came  into  being  rather 
readily,  During  the  firtt  J50  yean  of  our  national  exis- 
'  tence  land  was  abundant.  Land  disposal  policies  of  the 
government  encouraged  small  lioWings  by  many  people. 
But  the  system  was  also  adopted  because  farmen  wanted 
it  and  because  the  public— which  always  holds  a  poten- 
tial  v-eto  power  over  policies  for  agriculture — either  fa- 
vored it  or  acquiesced  in  it.  ljurthcr  adding  to' dispersed 
landliolding  was  tljc  wish  -qt  many  pcnons-  to  keep  a 
tract  of  Und  as  a  hedge  again^e^^nltation,  « 

*  A  more  couplet*  aaiJiii;j«JHVIiiM(^^  wnU 
and  cultiyaled.  2)  Muck  of  dMOMit^iSime*  W^ftcpOM  yAiUM  . 
afrioilture,  ntfcer  thtn  hf  j^nonfam  nroycrticil  cUm.  3)  Tfcc 
hl^ivMusl  proprietor  U  maniftf  sjkI  Uborer  tixl  provides  mmI 
or  all  of  kif  operatinir  cspitiH;  hew  aUo  own  hli  U»d.  4) 
CoBiIiteflt  wltk  3),  the  hdtiiiiuti  promrktonlup  U  .conpsr- 
ativtlr  Km«U.  i)  The  farm  Wyi  Its  tuMriici  txd  lelJt  lU  prod- 
ucu  li  mtsktt  excksngC'"  (i>  PP-  60-61,) 
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In  no  icme  is  the  fonii  or  orgamiiaUon  of  farming 
pufeJy  economic  in  nature --"it  >ias  social  and  poliUca! 
fonnoutioni  as  well  Historically,  the  men  ulio  tilled  the 
soil  and  tended  the  herds  were  sometimes  subservient 
slaves,  bondsmen,  and  serfs.  Even  today  farmert  voice 
their  concerns  in  the  lant^aRC  of  their  opportunities,  oc» 
cupational  status,  security,  independence,  freedom. 

The  kind  of  dispersed  organisational  sptem  that  lias 
survived  lias  not  done  so  unaided.  On  the  contrary,  it  has 
benefited  from  much  naUonal  policy  undertaken  in  its 
behalf.  Measures  have  included  public  support  for  re- 
search and  disicminaUon  of  new  tcchnclof^  an  agricul- 
tural credit  system,  a  subsidized  transportation  s>item, 
land-use  policies,  authority  for  farmers  to  work  toRcthef 
in  cooperativrs  and  associations  for  purrhasin^r,  marketing 
or  barpiaining  purpose^  supporting 'incomes  to  farmers  by 
means  of  price  support  or  acrcaj^  control  proicprams,  and 
others. 

Assessing  tlic  effectiveneat  of  the^c  measures  is  less  im- 
portant til  an  recognizing  that  a  choice  of  an  or^niza- 
tional  structure  has  historically  been  .a  public  policy 
matter.  It  will  probably  continue  to  be  so  in  the  future. 

Features  of  a  Concentrated  Ap,ricuUure  '^'^ 
UtS.  farmin/t  is  being  transformed  into  a  new  and 
stranp,o  pattern.  {See  ,Chapter  1.)  .^me  farms  hzvc 
grown  to  a  tire  ttiat  exceeds  the  dispersed  s>-stcm  for  farm 
production  and  marketing.  More  often,  large  nonfarm 
interests  h.ive  moved  into  ovmcnliip  or  (yntrol  of  farm 
production.  The  overall  term  for  a  system  of  farm  produr • 
lion  and  marketing  c ontrolird  by  a  rebtivtly  few  firms  is 
a  "conrentrated"  system. 

A  conrentrated  organizational  sy^stem  would  typically 
ineluilp  both  farming  operations  and  firms  that  formcjfly 
supplied  inputs  ot  marketed  products  in  a  tingle  martare^ 
ment  complex.  Each  sufh  complex  wouH  establish  a 
"s>item3  appmafh*'  to  its  inlemal  management.  Tliis  is 
the  oppo^iteTof  the  open  market  s>^trm  that  In  the  past 
generated  price  signals  to  guid^each  stage  of  farm  pro. 
duction  and  marketing. 

-  Gbntentration,  like  dispersion,  can  take  several  fofrtu. 
A  conccntratcd'^organizational  sptem  could  consist  ef 
huge  industrial  corporate  "horirontally  structured"  famis 
Or  it  could  take  the  fomi  of  Cfintractual  integration  domi- 
nated by  agribusiness  "vertirally  ctructured"  firms.  A 
concentrated  i^item  would  Icnvc  little  room  for  the 
proprietary  owner-fipcratrd  fnrm  of  the  dispersed  i>3tcm. 
A  few  tuch  fanns  might  OiKiate  in  fringe  areas,  as  those 
near  ciUcs  tliat  kII  directly  to  anall  jlorcs  or  consumew. 

Any  kind  of  concentrated  farmlns  wou!d  differ  from 
a  dispersed  {pUm— differ  for  ptoduccts,  for  firms  m/- 
plying  production  inputs,  for  ftrmf  marketing  md 
ing  products^  for  rural  communities^  and  for  Cfmsumr/f^. 


Both  tlie  corporate-fym  and  contractual  vTrsions  of 
a  concentrated  farm  production  and  marketing  S}ftem 
are  described  more  fully  in  Chapter  4» 

A  Range  of  Choices 

Various  intermediate  systems  can  be  found  between 
dispersed  and  concentrated  t}Stems  of  farm  production 
and  malkcting.  Thcsic  depend  heavily  on  some  form  of 
^  group  action  by  farmers  or  on  govenmient  programs,  Tlie 
total  range  of  choices-' dispersion,  conrT  ration,  and 
intermediate  —  can  be  classified  as  follows: 

1.  Dispersion  of  control 

a.  Open  market* 

b.  Variations  upon  open  markets 

2.  Intermediate  i)items 
i.  Group  control 

(1)  Gooperau'ves 

(2)  Bargaining 

b.  Government  in\-clvcment  ' 

(1)  Msrketing  orders 

(2)  Marketing  boards 

3.  Concentrated  control 

a.  Horizontally  structured 

b.  Vertically  structured 

Origin  of  Pressures  for  Change 

If  issues  concerning  the  organizational  s>stem  for  farm 
production  and  marketing  arc  as  old  as  the  process  of 
getting  food  from  land,  why  have  they  suddenly  exploded 
upon  the  U:S,  farm  policy  scene?  Why  is  the  traditional 
dispersed  organizational  system  changing?  There  arc  at 
least  six  reasons: 

/.  Th*  increasing  technical  complexity  of  farming. 
Farming  is  more  complex  than  before  in  the  knbwlcdge 
and  ikills  irquircd  of  each  farmer,  especially  those  of  a 
technical  nature*  It  is  more  complex  with  regard  t5  the 
resources,  including  financing,  that  must  be  employed  on 
an  economic  unit  ^  many  of  tlicm  obUined  from  indus* 
trial  sources^  ^ 

Somft  critics  feel  farming  will  be  manned  by  special* 
isls  tine  (jrnon  a  technicianyf  another  a  manager,  and 
several  working  as  laborers  -  with^  financing"  (and  risk- 
bearing)  provided  almost  entirely  from  nonagricultural 
sources. 

Witliin  tlte  traditional  dispersed  farming  S>-st^m,  in» 
crpased  complrxily  in  production  has  led  to  shifting  t& 
more  commodity  spccializaUonj  to  drawing  on  spcciaUzcd 
sources  of  technical  knowledge,  to  "buying^'  such  knowl- 
edge aloiig  with  purchased  inputs,  to  using  oooperativts 
to  help  meet  financial  needs,  and  to  relying  On  govern- 
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ment  progrsuns  for  protection  agaimt  price  and  weather 
riikf.  QucstioiM  juiic  as  to  whether  these  or  other  actions 
can  adequately  meet  the  needs  tJiat  technic;*!  complexity 
brings  about. 

The  othcf  rcjponif;  ha*  been  (o  move  loward  a  new, 
concentrated  t>rganization  of  farm  production  and  mar* 
keting. 

2,  Tht  pitsiiienl  prtauu  and  Und«ncy  to  take  advan' 
tatf  of  colum*  opttations.  If  net  unit  margins  may  be 
widened  through  volume  discount  l\tiying  of  inputs  or 
volume  selling,  the  incentive  to  expand  volume  is  very 
strong,  The  prcntife  to  increase  total  net  income  in  this 
way  is  widely  felt, 

.  Tliis  is  diiferent  from  the  question  of  how  large  a  farm 
sliould  be  to  achieve  highest  efficiency.  Maximum  operat- 
ing efficiency  has  generally  been  reached  witli  modest 
two-  or  three-man  units.  These  units  can  have  substantial 
"sUying  power"  in  competition  with  more  concentrated 
s>stcmj  if  the  survival  test  be  confined  to  operating 
efficiency.  " 

The  higher  net  incomes  from  volume  output  have 
plajTd  a  role  in  the  increasing  size  of  disperKd  farm 
operations.  . If  an  individual  fami  is  big  enough  to  influ- 
ence tlie  terms  of  procuring  its  inputs  including  hired 
labor,  or  for  mark«|ip|r  its  producU,  it  can  command 
favorable  differenlials.  For  example,  access  to  lownvagn 
bbor  can  make  a  larr^e  farm  appar  profiuble,  but  this 
docs  not  prm-e  that  it  is  more  efficient  ,than  the  two-  or 
thrce'man  farm. 

Likewise,  advantancs  from  large  volume  arc  important 
in  the  development  of  industrialized  and  concentrated 
systexhs  of  farm  production  for  certain  enterprises  in  some 
refjions.  Concentrated  s>stcms  particularly  gain  where 
financing  and  tax  advan Ugcs  arc  realized  by  combining 
farm  and  nonfarmin;; activities  (see  item.4  below) . 

3.  Th*  scarcity  of  highly  productive  farmland  coupled 
with  growing  needs  for  land  for  purposes  other  tluin 
farming*  A  major  effect  is  to  make  land  owncrsliip  at' 
tractive  as  a  speculative  investment  and  as  a  hedge  against 
inflation.  .  . 

Of  the  fouakciourccs  of  production,  only  land  is  rela* 
tively  fixed  in  its  supply.  Ufttil  two  generations  agp,  we 
had  a  frontier  of  unoccupied  land.  This  is  no  longer  true. 
Fato  though  tet  hnolofyy  expands  the  band's  productivity, 
land  is  scarce  and  bcfomin;^  scarcer.  It  is  increasingly 
diflUcult  tocfcUin  a  stronj^  fcjothald  on  the  land  resource. 

4.  Chsety  related  to  land  scarcity  are  tht  effects  cf 
tax  tazvj.  The  rules  make  it  rebtively  easy  for  nonfarm 
investors  to  outbid  farmers  for  land.  It  Jsjronic  tliat  sev- 
eral of  the  tax  rules  were  sought  by  farmers  but  have  * 
been  more  helpful  to  nonfarm  ii^vestors.  The  Tax  Reform  • 
Act  of  1969  closed  a  few  looplioles  and  reduced  sonje 
attractions  to  ponfarm  investors^  but  by  no  means  ended 
all  of  them.  (Sec  Chapter  G  for  further  di|£ussion.) 
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5.  Minority  poHtion  of  farmers,  Cultivaton  and  fJerds* 
men  have  nc\-er  before  been  so  widely  outriumbrred  hy 
others  in  the  economic  s^ttm.  In  the  U.S„  5  percent  of 
the  population  lives  on  farms,  4  percent  is  gainfully  cm* 
pk>)td  in  farming,  and  3  percent  of  tlie  Gro«  National 
Product  IS  credited  to  farm  jKoduction. 

W^in  U^c  food  and  fiber  system,  Sluffer  (3)  estimates 
the  efforts  and  investments  of  operating  farmers  con- 
tribute only  15  percent  of  die  fmal  rcfifcil  value  of  output 
The  rest  goes  to  suppliers  of  purchased  inputs  and  to 
tlie  marketing  sjstcm.  ^  » 

Their  minority  status  makes  it  more  difficult  for  farm- 
♦  ert  to  retain  tl»eir  identity  in  the  midst  of  so  big  a  non- 
farm  world. 

6.  Pressure  put  upon  farmers  to  Become  *  subsUliMty 
unit  in  Urge  business  organizations  thtt  9re  often  built 
upon  merchandising  strategy.  Tim  force  affecdng  the 
organization  of  farming  may  be*  the  least  familiar,  at 
least  to  farmcn,  jet  the  most  powerful  Most  of  tlie  pres- 
sure toward  a  concentrated  farming  docs  not  originate 
internally.  It  usually  comes  fmm  outside  sources, 

Pursuit  of  power  is  a  driving  force  in  all  econornies. 
TIhs  center  of  power  has  changed  from  time  to  time. 
Once  it  was  in  land.  Later  die  economic  efficiency  of 
largC'Kale  manufacturing  brought  poHTC.  Now,  power  is 
•oui'.ht  more  often  in  die  strategics  employed  in  merclian- 
dising  consumer  products.  These  stratcgici  involve  prod- 
uct de\-elopmcnt,  mats  adve?lisiny,  and  promotion  of 
'  brand  names. 

More  and  more,  tbe  control  gained  through  merchan- 
dising is  reinforced  by  extending  it  backward  to  access 
to  raw  products.  This  leads  to  "vertical  systems"  in  prc^- 
duction  and  marketing.  It  is  possible  that  vertical  S}stems 
hinging  on  aggressive  merdiandising  will  become  more 
common  in  processing  and  retailing  of  food  and  that  at- 
tempts wiff  be  made  to  bring  farming  operations  into  the 
combines. 

Concentration  Versus  Dispersion: 
Consequences  for  Producers 

TJie  basic  question  is  worUi  repeating:  Wliat  diffcrrncc 
docs  it  make  as  to  how  farm  production  and  marketing 
is  organized?  An  accompanying  question  is:  What  would 
be  die  consequences  of  alternate  forms  of  organization? 

Present-day  farmers  u'outd  find  their  situation  vastly 
changed  if  a  concentrated  farm  production  and  marketing 
system'iiere  to  prevail  throughout  (he  United  States.  The 
change  would  be  sharper  if  corporate  farms  would  take 
over  than  if  contractual  integration  were  the  clioicc. 
*  The  meanmg  will  be  made  clear  by  treating  the  two 
kindsof  concenirktion  separately. 


4i 


3428 


It    Chapter  2:  Brdmyrf  md  Barr 

Corpcrati  Farms 

A  cofporation  fmriung  tyitera  woukl  put  abnott  all 
land  in  the  hands  of  giant  industrial^type  corporationi. 
It  should  not  be  confused  with  family  fanm  that  art 
Incorporated. 

Such  a  s>tteint  once  it  became  widespread,  would  domi* 
nate  all  farming.  A  few  snuUI  proprietorships  would  re* 
main  arxl  thexe  would  be  some  hindbolding  by  persons 
who  cam  most  of  tlieir  income  in  ix)nfarm  occupations. 
The  latter  might  hold  their  own  against  corporate  farms, 
cflpcciaUy  if  income  tax  rules  continue  being  favorable 
to  them. 

A  farming  corporation  might  be  confined  to  a  single 
commodity  lilce  cattle  ranching  or  cattle  feeding.  Or  it 
could  include  Krv^ral  commodities.  The  corporation  itself 
would  normally  own  most  on  all  the  land,  livtttocki  and 
ntilltics. 

Former  farm  operators  would  find  thenwehTs  either 
fitting  into  a  niche  in  the  corporate  hierarchy  or  excluded 
frocnLfarming.  A  x'cry  few  mi^t  become  top  farm  raan» 
agerf  A  larger  number,  but  only  a  fraction  of  our  present 
farmers,  would  move  into  middle  management.  AH  others 
empIo>'ed  on  farms  would  be  cither  supervtion — fore* 
men,  "itraw  bosses,"  and  such  ^  or  ilulled  and  unskilled 
worken.  The  vast  majority  would  be  of  tlie  two  latter 
categories. 

A  relevant  question  is  whether  corporate  farming 
would  pattern  itself  after  corpomte  induflry  in  all  re* 
spects.  It  might.  Yet  farming  is  subject  to  some  biok)gical 
Umits.  This  it  particularly  true  of  Ihrestock  farming. 

The  Soviet  Union,  ^hich  shifted  to  a  corporate- type 
faraiing,  found  it  necessary  to  establish  a  complicated 
system  of  incentives  and  rewards  in  order  to  encourage 
farm  workers  to  show  greater  responsibility  toward  crops ' 
and  especially  the  care  of  livestock. 

In  any  event,  corporate  managers  would  try  to  encmir* 
age  a  sctmi  of  isprit  di  corps  uaong  all  employees.  Em- 
pIo>TeSi  cn  tlie  bUier  hand,  woukl  likely  sense  compatibil- 
l$y  ct  iz'sitst  with  CAdi  other.  They  probably  would 
cornblne  i:;'.  >  unions  to  c^ipcess  those  interests. 

WliCtfccr  farm  workers'  unio^  in  a  corporate  farming 
ijilera  would  be  granted  the  same  legal  privdcgei,  pro- 
tcctioni,  smd  prohibitioiu  as  now  prevail  in  Industrial 
miiom  is  I;  i?1j!y  uncertain.  But  union  organization  and 
activity  cca-J  l)c  c^t^^cted  to  foIllJW  if  farming  goes  the 
giant-ccrptution  route. 

Contractual  Integration 

li  contractual  integration  as  it  now  exists  In  poultry 
and  in  the  protessing  of  horticultural  crops  Ss  a  model, 
integrated  farming  of  tlte/^ture'woiUd  alknv  "farmers" 
to  own  land  and  buildings  and  possibly^  macliinery  but 
woukisharply  restrict  tlielrpfopiietorial  rights.  ^ 


This  ii  a  kind  of  farming  in  which  some  or  all  of  the 
risk™  price  risk,  production  risk,  or  bo  ih—^  is  transferred 
from  farmers  lo  agribusiness  firms.  Also  shifte3  is  much 
of  the  right  or  resporuibility  of  management  The  con* 
tractinf  firm  generally  decides  who  shall  produce  the 
product,  how  it  shall  be  prdduced,  and  bow  much  pro- 
duction slall  be  alk)tted  to  each  contractee.  . 

A  contractual  farm  productMn  and  marke;ting  system 
Is  a  hybrid  between  the  traditional  "disperKd"  system  and' . 
a  corporate  "concentrated"  structure.  It  a»jld»taki;  many 
forms.  The  exact  situation  that  wouM  prevail  as  ^farm- 
ers* income,  status,  i(nd  marugerial  prerogatives  Would 
depend  on  the  btrgalnlng  relationship  between  farmers 
and  the  agribusiness  firms.  //  /arm#rr  utsined  tnougk 
Htgotkting  strength,  the  titnu  of  contracts  might  tipproid" 
mtiti  th$  vmIms  and  goalt  they  h^vt  long  cherishid.  If 
thty  iMckid  such  stttngtH,  thiy  woutd  fdt  short  of  thos0 
obj*ctiv«s.  .  . 

To  date,  neither  priv^^te  iwr  puUk:  services  such  as 
niarket  regulatkms  hav^ef  been  applied  to  contractual 
rtegotiatlons  in  the  sam*  wky  as  to  buying  aiKl  selling"" 
products  in  the  market  ' 

Dispersed  Farming 

If  farming  rcmaim  di^rsed  among  nwny  independent 
producers,  it  will  reUiin  many  of  its  present  strengths  «nd 
wcjdtnesscs.  Farmers  would  have  iruinagcrial  irulepen* 
dciKe  but  would  bear  considerable  risk  aijd  they  would 
-be  subject  to  the  vagaries  of  goverrunent  programs  as 
"^11  as  of  the  market. 

Farms  probsbly  wilj^get  larger  and  become  fewer  in 
number.  Rising  Und  costs  will  deny  land  ownership  to 
an  increasing  number  of  farmers.  ^ 

Farmers  probably  will  see  many  of  their  Pptn  markets 
continue  to  dluppear.  Open  markets  tluit  remain  will  be 
subject  to  increasing  pressure  forlpedftcation  production 
and  orderly  marketing.  Farmers  are  perplexed  as  to  what 
steps  to  take-»-to  re-establish  markets,  or  to  turn  to  co* 
operatives,  bargalnli^,  or  o^^^er  group  action. 

In  all  probability,  a  di^rsed  agriculture  of  the  future 
would  materially  modify  its  sources  of  credit^  technical 
krKnvtedge,  and  perhaps  capital  inputs. 

Concentration  Versus  Dispersion: ' 
Consequences  for  Input  Suppliers 
and  Marketing  Firms 

A  concentrated  system  of  farm  production  and  market- 
ing ;would  eliminate  many  firms  now  supplying  inputs  to 
fanners  or  marketing  their  products.  "Iht  relatively  few' 
who  survive  would  find  ths  quality  of  competition  to  be 
clumged  drastically  from  t}>e  day  of  the  irklivklual  pro* 
prictaiy  farmer. 
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On  the  other  hand,  diipened  agriculture  would  more 
-  rntoA  ibe  coftvertUcSflAl  ftUiioiiihjpi  beiw«n 

fmiitieti  luid  lupplkn  or  (Mxmen  and  markctm.  Not 
aii  duag«  ii  xtiM  out«  however. 

Corporate  Farms 
¥  Corporate  farnit  producing  on  vait  acreagtt  or  feeding 

large  numben  of  livestock  or  poultry  would  probably  let 
»  -  upiuppty  or  marketing  fubiidiarici.  Leu  often  would  the 

find  buy  Inputs  frooii  or  tell*  producti  to.  Independent 
■p  cocnpaniet* 

In  the  IDOH  extreme  caie,  independent  luppJy  or  mar-  . 
ket  linnt  would  limply  disappear.  Even  in  the  less  drrni*  ^ 
tacally  changed  lyitcm,  where  the  corporate  faim  itiH' 
actually  buys  inputs  or  lellt  pcoductij  the  practices  would 
be  different  from  those  that  are  now  lo  familiar  in  much 
'  of  the  country.  Supplies  w6uld  probably  be  purchased 
under  carefully  nefotiited  k)nfcr»t*im,  large-vduroe  con- 
tracts. Froducts  would  likewise  be  s^ld  under  contractual 
arrangeinents  entered  into  by  bid-and-offer. 

,Amoog  prcsentpupply  and  market  firmSj  the  ones  af- 
fected most  would  be  those  now  kxated  in  niral  commu- 
nities. The  chances  aft;  that  corporate  faxmi  would  do 
most  of  their  business  with  large  fimil  in  central  cities. 
The  smaller  busine«man  now  serving  the  independent 
farmer  wouk!  probably  find  himself  displaced. 

Contractual  IntegratioK 

In  a  contractually  integrated  farming  system,^  input 
supply  or  market  firms  wouW,  by  definition,  be  contrac- 
tually  linked  with  farming  operations.  They  wouW  usually 
be  the  most  imporUnt  part  of  the  combined  undertaking. 
There  is  no  universal  pattern  as  to  whether  the  supplier 
or  the  marketefi  would  domiiuite.  However,  in  view  of 
the  growing  emphasis  on  merthandiiingi-it  is  likely  that 
market  firms  will  gain  the  ascendancy.  Suppliers  will  often 
be  brought  into  the  ^rrtical  complex  iiva  Mbordinate  role. 

In  general,  agribuiiness  finjry  now  in  business  have  little 
choice  between  the  contractual  or  corporate  farni  variety 
,  of  a  concentrated  agriculture.  Most  of  the  smaller  firms 
would  vanish  in  either  case.  However,  the  survivors  would 
probably  have  more  stability  and  power  under  a  con- 
tractual tlian  under  a  coiporate  farming  system. 

Dispersed  Farming 
^  If  farming  remains  dlspened,  the  number  of  fanmcn 

will  continue  to  decrcaie.  The  larger  commercial  farmers 
will  seek  the  advantages  of  volume  purchases  and  some 
might  engage  in  Joint  selling.  Many  others  would  con- 
tinue to  buy  aiKl  sell  independently.  Tlie  toul  wlume  of 
J  business  that  farmers  conduct  wth  suppliers  and  market 
firms  wouki  be  greater  than  now. 


Ch»|picf  2:  Ictiiyer  and  larr*-  If 

Even  a  dispersed  farm -production  and  marketing  sys* 
lem  wouM  not  keep  all  present  supply  housei  or  market- 
ing firms  alive.  Attrition  among  those  finns  <mU  continuei 
particuUrly  in  more  remote  communities.  Nevertheless, 
the  outcobe  would  be  substantially  more  favorable  to- 
ward those  firms  than  if  all  fanning  were  to  be 
concentrated  in  a  few  handS' 

Concentration  Versus  Dispersion: 
Consequences  for  Consumcn 

teis  is  known  about  the  effects  of  a  concentrated  venut 
a  dispersed  farming  system  upon  consumers  than  upon 
any  other  affected  group.  / 

Advocates  of  concentration  claim  sa>wgs  In  cost  of 
producing  farm  products.  They  promise  that  savings 
would  b«  passed  forward  to  consumers.  Spokesmen  for  a 
dispersed  agricultural  orfaaixation  lystcm  are  skeptical. 

Diflferencef  in  food  costs  would  probably  be  minor.  A 
concentrated  system  may  bring  some  economies  but  it 
may  also  have  some  added  costs,  as  In  management  or 
possibly  in  hired  labor.  Spokesmen  for  a  dispersed  agricul- 
tural system  point  out  the  performance  <if  traditional 
proprietary  agriculture  is  not  bad  and  that  agriculture 
has  adopted  tiew  technok)gy  and  provided  an  abundant 
supply  of  high-quality  food  at  reasonable  prices. 

Economies  of  Size  in  Prc^uctton 

Farming  offers  no  great  operating  efHdency  from 
*  Iarge->i»  .imiW'  Scale  economy  in  crop  production  is 
handicapped  by  spa<:c  and  distance— there  are  cost  dis» 
advanugei  in  farming  acreages  located  far  from  head- 
quarters. Cost  advantages  for  laigC'Stale  Uvestock  and 
poulury  production  are  partly  offset  by  incidence  of  dis* 
ease.  The  problems  have  been  handled  better  In  poultry 
and  in  cattle  feeding  than  in  hog  production. 

Corporate  farming  requires  a  sizable  administrative^ 
staff.  It  leads  to  bureaucratic  organlzatioo  and  the  ineffi« 
ciencies  tluit  accompany  bureaucracy.  FurthernvMT,  if 
\ow  wages  have  previously  made  some  large  farms  look 
good,  unionized  labor  in  corporate  farming  wojiild  re* 
verse  that  situation  quickly.  '  T  .  , 

Economies  of  Size  in  Merchandising 

If  farming  were  to  become  so  highly  concentrated  that 
production  ar>d  marketing  of  some  farin  commoditici 
wouW  be  confined  to  a  few  firms,  any  economies  of  siac 
in  production  woukI  be  partly  or  wholly  denied  to  the 
consumer. 

If  production  efficiency  is  to  benefit  the  consumer,  the 
marketing  and  meniiartdising  system  mtist  itself  be  effi- 
cient and  competitive.  Our  present  farm  economy  serves 
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comumen  reutmbly  well  bccime  mow  of  iu  producti 
move  throogh  »  competitive  maiketlng  $ysttm  in  ^vhich 
price  ct)«petition  k  keen  tnd  promotion  tnd  jnerchAmli*. 
ing  coiti  are  HKxHeit. 

In  ft  concentriicd  finning,  coitly  zncrchamibiog  and 
prorootiontl  |ccliniquci  might  offiet  productKw  dncieii> 
cicf.  If  that  were  to  lappcn  it  might  bo  nettwtiy  to 
mort  to  go\*ernmentaI  rtguUtion. 

Concentration  Versus  Dispersion : 
Consequences  for  Income  Distribution 

A  tumtnaiy  mcaiure  of  iIh;  ftd\'3uit«ge<  or  diudvan- 
Ugcf  of  ft  new  organiiaitional  itructure>--or  for  that 
matter  the  old  imicture— ii  iU  effect  upon  diitribution 
ofwealth  and  income^  ' 

Would  ft  concentrated  fyttcm  of  farm  production  and 
marketing  improve  the  opportunities  and  t!»e  incomes  of 
persons  wba  now  cam  inadequate  incomes  from  fanning? 

Short-^Term  Adjustments 

If  fann  production  vvTre  clumged  over  to  a  concen- 
trated form,  the  first  effect  would  be  to  dittribute  the 
Income  of  farmers  more  inequitably  tlian^fore.  The  con- 
N-cnion  proceis  wouk!  exact  a  price. 

The  .  initial  change  would  improve  the  incomes  of  a 
select  few  farm  operators  wlto  moved  into  high  aditiinis* 
trati\'e  or  middle  tnanagcment  potts^  or  became  skilled 
technicians^  But  it  would  disrupt  the  lives  of  many  farm- 
ers who  would  be  diiplaced.  Evidertce  is  that  many  dis- 
placed farmers  are  not  absorbed  readily  into  otlter 
emplojuicnt.  Even  though  tlicy  may  not  ha\^  earned 
high  inccmes  in  proprietary  agricuhura*  on  *hc  avTiagc 
they'would  not  improve  ttieir  iltuation  folbwing  \xjlun' 
tary  or  involuntary  evacuation, 

A  cliange  in  the  coil  sUructure  would  occur  as  ft  con- 
'centratcd  farming  ijstem  dcN-cIoped.  Hie  coiu  that  are 
now  fixed  for  the  existing  fanns  would  become  variable 
costs  for  tlie  new  firms , 

Longer  Prospects 

Adjustments  will  be  made  o\Tr  time.  What  will  happen 
to  distribution  of  income?  Will  differences  be  widened 
or  narrowed? 

To  sliift  from  any  establisljed  »>^tcm  to  a  new  one  al» 
ways  imposes  a  heavy  monetary  and  psjtliic  coit  oft  tlie 
persons  directly  involvtd.  Past  adjustments  in  farming 
l»avc  imposed  a  cost.  If  farming  were  to  be  wholly  re* 
structured,  tlie  pains  of  the  past  would  be  repeated  and 
perliaps  made  more  piercing. 

Traditional  farming  lias  had  iu  successful  and  unsuc- 
cessful farmers  as  measured  by  income  and  capital  at" 


cumulation.  Findings  of  the  pMudent's  ConrnuKioa  on 
^urat  PoNtrty  and  other  inquiries  have  forcefully  pointed 
out  that  firniing  luii  iu  own  very  large  sector  of  poverty. 

It  U  difficult  to  forecast  the  diiUibution  of  incofnc in 
a  concentrated  fanning  system  because  distribution  is 
concerned  wltli  pt^f^t  wlicieas  income  ii  concerned  with 
return  to  individual  /a*  (or*  of  produaion*  That  is,  in*  ^ 
tom«5  is  received  for  land,  for  labor,  for  capital,  and  for 
management. 

Traditiowdly  the  fatmer}taixfcei\'ed  income  from  two,  . 
tlirce,  or  four  factors  of  produciiofl.  The  differences  in 
tl»c  income  individual  fanners  have  earned  from  farming  * 
are  accounted  for  by  (a)  t!ic  rate  of  return  generally 
prevailing  for  each  factor,  and  (b)  tl)e  amount  and  qual-^  .  * 
ity  of  each  factor  each  farnier  contributed  or  possessed, 
A  farm  operator  owning  a  Ui^^  acreage  of  land  debt- 
free  lias  a, considerably  Iirger  income,  as  a  rule,  tlian  a      '  ' 
farmer  wlw'owni  little  bnd  and  provides  mostly  Ubor. 
likewise,  in  concentrated  fanning  the  distribution  of 
Income  wouk!  be  determined  by  tlw  two  separate  consid- 
erations. HowtNTr,  most  "farmers"  would  get  income  ^ 
from  one  or  at  most  two  factors  rather  than  from  alt  four. 

In  any  transition  to  fewer  owners  of  land  tliere  will  ^ 
be  differential  income  imi»cts.  Tlw  ovsTiers  of  average? 
and  above  amage quality  land  will  benefit  as  the  price  . 
of  land  is  bid  up.  In  marginal  farming  areas  there  will 
be  little  interest  in  purduues  for  fanning  purposes  and 
present  owners  may  suffer  unless  tlierc  5s  an  alternate  use 
for  tli«  land.  « 

I^nd  Income  and  tHsinhuiion  • 

As  just  noted,  a  basic, feature  of  a  concentrated  fanning 
would  be  tliit*  to  a  large  extent,  it  would  separate  tlie 
'  possession  of  tlic  four  factors  of  production.  Land  and 
much  of  tlic  physical  capital  would  gtneral^}'  be  owned 
by  itoclchoMcrs  of  ccrporatlons,  Manigemcnt  wouW  Ikj 
in  the  liands  of  professional  managers,  tabor  would  be 
performed  by  salaried  empkij-ces  in  tlic  cite  of  corporate 
farms  and  by  contractual  fanners  in  agribusiness  inte* 
gratioa  <■ 

This  futuf*  of  M  ccncitttrgUd  fgming  uculd  ttnd  to 
widen  tht  distribution  of  inccmi  amow|  individuals  in  it-  4 
Tliis  is  likely  because  tl«j  return  to  ownenliip  of  land 
would  go  to  a  separate  clan  of  the  population  in  contrast 
with  tlHS  present  s>'stem  in  which  leium  to  land  ii  pri- 
marily received  by  oiieraliDg  fatiiicrs  and  becomes  a  j>art  ♦ 
of  their  total  income  from  fanning.  E\Tn  much  of  tlm  * 
land  rent  paid  to  landlords  hu  gone  to  ex  fatmets  or  tlielr 
families,  and  not  to  ft  separate,  pemianent  landholding 
class.  « 

As  mentioned  earlier,  Und  scarcity  in  our  nation  dates 
from  only  a  couple  of  generations  ago.  Now  tliat  land  is 
becoming  scarce,  it  is  important  to  national  policy  wlw  is 
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to  own  it  and  recf  ive  Uie  income  from  it.  Combining 
owncnliip  o(  lim!  im)  labor  in  lb«  operating  fanner  hu 
been  one  of  tlxj  key  characleriitia  of  our  difpeifcd  agri- 
culture. A  corporate  or  contractual  agriculture  dividing 
o^vwr»hip  of  land  and  labor  would  concaitrato  lb«  in* 
cofn€  received  from  land  owner»hip«  Inequity  of  income 
from  land  hAi  been  a  lourcc  of  tocial  unrat  through  past 
ccnturki  and  couki  prove  diflkult  again. 

Group  Action  for  Wages  and  Contracts' 

Anothtr  consiquina  of  a  conctntratid  famini  could 
bt  Mn  oppQsUi  effict  on  distribution  cf  incomi.  It  could 
ctin  out  tht  incciitt  distribution.  Specifically,  the  rcturai 
to  farm  labor  might  impro\'e,  Tliis  probably  would  be 
brought  about  by  wage  wcrken  foimlng  union*  and  con*  ^ 
iractual  fatmen  joining  into  bargaining  auociationi.  Botl) ' 
would  be  intercjtcd  in  negotiating  higlier  ratej  for  their 
labor  or  their  rriources. 

Industry  provides  a  lenon.  Hie  induitrial  re\'olUtion 
created  iweatjhops  arid  \M  wcilten  in  pmetty.  When 
the  disadvantaged  groupi  won  protection  by  law,  mclud» 
ing  the  right  to  form  organijalioni,  their  iltuation  began 
to  improve.  Similarlyi  a  faftn  economy  concentrated  in 
rchlively  few  handi  might  Imvc  the  economic  power  to 
deprcii  wage  ratca  fur  liircd  labor  or  contract  tcrmi  for 
integrated  farmen  if  they  liad  few  altemalivti.  But  as 
woiken  and  contractual  farmen  turned  to  group  action, 
probably  condoned  by  legislation,  tlio  situation  would 
citange. 

ChaUenfie  to  Dispersed  Farminp, 

Ilje  question  of  the  kind  of  farm  production  wo  want 
is  not  simply  one  of  turning  to  a  concentrated  structure 
or  keeping  the  present  s>stcm.  A  diiperied  s>jtem  wilt 
itself  change.  The  structure  ol  the  farms  will  cliange.  Ihc 
marketing  s>ttem  will  change  and  new  organizational 
forms  will  appear.  Special  problems  will  arise  Out  a  dii* 
perscd  farming  will  luvc  to  face  in  the  >rAr^.aliead.  One 
such  problem  is  that  income  distribution  within  present* 
day  fanning  seems  to  be  becoming  less  equitable,  and  tlie 
situation  could  get  wone. 

Tht  patttrn  of  land  cwntrship,  thi  diti^n  of  farm 
programs,  thi  policitt  toward  wac*  labor  in  farmmg,  and 
incomi  tax  ruin  an  policy  matters  that  can  inftutnct 
tht  equity  of  incomi  distribution  in  a  dispersed  tyitim 
of  farm  production  and  markitins. 

Summary 

pur  traditional  disperKd  s>^tcm  of  fann  production 
and  marketing  is  being  subjected  to  pressures  tliat  could 
result  in  a  much  more  concentrated  s>s{em. 


A  concentrated  fanning  extending  itself  throughout  the 
United  States  would  bring  material  changet  to  tlw  fmsm, 
farmers,  and  rural  communities  of  the  nation.  It  would 
have  some  effect  upcm  consumers* 

In  the  Jong  run  this  kind  of  development  would  con- 
vert farming  to  tlw  organixational  structure  now  found 
in  nonfarra  industry  and  business.  In  particular,  a  cot- 
poratc  /arming  would  resemble  Industrial  manufacturing 
and  a  contractually  integrated  system  would  have  some 
features  in  common  with  franchise  merchandising. 

The  merits  of.a  cor»centrated  versus  a  dispersed  farm- 
log  s)item  are  to  be  judged  by  comparing  tlve  conse- 
quences with  the  goats  for  our  farm  economy. 

Farm  Operators  {\ 

,A  concentrated  s>jtcm  of  farm  production  and  mar-  ^ 
keting  would  conform  to  farmen*  dcshes  forinotc  Kcurity 
and  less  riik.  On  the  other  hand,  such  a  system  would 
conflict  with  tl»eir  wislie*  for  proprJeury  independence. 
FanTwn  wIk>  are  advene  to  group  action  would  not  wel- 
come the  pressure  to  form  bargaining  association*  or 
unions. 

But  tht  f^ffnt^*  sharptst  conflict  nUtivt  to  a  con* 
ctntratid  fMrrning  is  summed  up  in  tht  damutt  dont  to 
a  chtrishtd'Principlt  that  farmtrs  can  t4rn  a  fair  reward 
within  a  disptrstd  system  given  equality  of  opportunity 
and  a  competitive  market  systemt  Farmers  have  Iteen  wUl' 
ing  to  use  the  powers  of  government  to  tstahlish  and 
protect  that  principUr 

Already  tbat  image  of  the  "best  of  all  worlds"  (by 
farmers'  iWndards)  has  taken  heavy  bkiwj.  Our  dispersed 
proprietary  farming  has  suffered  considerable  loss  of  op- 
portunity. For  example,  costs  of  entering  farming  have 
risen  while  s>stems*of  finance  have  Ucn  slow  to  change. 
Fannen  may  be  lest  tlian  candid  with  tliemselvrs  about 
the  present  situation.  On  the  otlier  hanil,  a  concentrated 
farming  system  would  almost  certainly  reduce  equality 
of  opportunity  further. 

Tenants  and  Wage  Workers 

A  disperKd  proprietary  fanning  system  affords  more 
opportunities  and  rewards  to  cwncroperaton  dian  to 
tenants  imd  hired  woiken.  A  concentrated  system  would 
probably  present  fewer  disadvanUges  to  the  two  latter 
groups.  Moreover,  tliey  wou!{l  benefit  from  various  new 
protections  sudi  as  unemplo>-ment  insurance,  At  a  result, 
tenants  and  hired  worken  ore  more  likely  to  look  with 
favor  on  a  coriccnirated  system  than  are  owncr^peraton.  * 

Suppliers  and  Marketers 

The  position  of  input  supplien  and  maiketen  toward 
a  new  kind  of  farming  concentrated  in  a  few  hands  WQuld 
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depend  entirely  on  whetlicr  a  given  firtn  were  a  part  of 
Uie  new  complex  or  excluded.  For  tlwic  included,  beiie- 
ftti  could  be  fubttantul.  For  thcie  excluded,  the^  o{ 
accen  to  individual  fanr.eri  v.iuu!d  be  a  lertouti  ll  not 
fatal,  blow. 

It  ti  nc\ertlielci»  fair  to  aik  lome  question!  irrtfpecijve 
of  the  good  or  bad  effcctj  oo  any  one  ftrai.  Would  it  be  in  ■ 
tlie  national  intereft  to  convert,  tlio  food  and  fiber  econ- 
omy to  the  conglGmcratC'fimi  itrutture  that  ii  coming  to 
mark  io  much  of  nonfann  industry?  Or  would  it  be 
better,  v.xn  from  the  point  of  view  cf  agribwincji,  to 
keep  farming  dlipencd?  The  congIomerate»firra  itnictuie 
hai  iti  critici,  and  tlte  questiof4  they  raise  can  be  applied 
to  converting  a  once  diipencd  fanning  to  the  lame  con- 
centrated coi^ol  r,itcra.  These  questions  relate  to  cco» 
ncmic  pcwrr^o  prolix  bureaucracy,  and  to  maiing  the 
tconomic  f>tteni  a  contest  amoiJ|  giants. 

Consumers 

Ccnjunien  would  be  afTectcd  much  lesi  than  other 
affected  groups.  Sctno  economies  of  Kale  might  be  real- 
ized if  farming  were  concentrated.  But  avings  would 
probably  be  oiTsct  as  the  merchandising  of  food  was  trant- 
fonned  further  ttv.vard  promotional  instead  of  pricr-baKd 
competition.  On  balance,  comuinen  probably  would  pay 
food  prices  similar  to  or  ilirjitly  hi^^Iier  tlian  tliose  prc^ 
vailing  if  agriculture  were  dispcr»;  d. 

fiut  let  Uf  asitime  that  ccn:aimrn  would  be  no  wcne 
off  under  a  new  tyilan  of  fanii  production  and  ^narkct- 
ing.  Certainly  a  concentrated  sittem  would  be  more 
orderly- than  a  disperKd  one  and  mosr  of  tlia  time  it* 
would  operate  witli  more  prrcaicn,  Occasionally  the 
opposite  wtjuld  be  the  case,  as  wlien  power  struggles 
,  between  centmdin^  groups  ftnn  managtircnt  versus 
oiganiicd  farm  wtitkcri  or  cjintracteej,  for  example 
disrupted  operations. 


tIS,  farmingt  tvhkh  has  tnfeyed  a  digrn  cf  isoUtion 
from  tk*  tccncmk  structure,  life  Uyles,  4nd  pnssura  of 
urban  inditstry,  ailt  ccmt  face  to  faa  with  thepi-  An 
emerging  question  is:  How  much  to  >ield,  and  Iiow  much 
to  preserve?  Tlie  question  must  be  answered  not  only  by 
economic  criteria  but  alio  accdriUng  to  our  ideas  of  the 
kind  of  world  \%t  want  to  live  in.  And  the' question  must 
be  answered  in  the  arcia  cf  national  policy. 

Production  cf  corn,  cotton,  soybtgns,  u:hut,  cr  cthir 
crops  responds  to  supply  and  dimand  hut  th«  ditind 
kwd  of  asrkulturt,  rtA<j.Vt#f  it  may  bi,  is  brought  fbout 
through  tht  ptinfij  prociss  cf  fcrging  a  national  policy. 
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V  *  / 

WWc  distribution  of  land  owncwhip  fast  bctn  i  long  estmUished  policy.  Early 
VS.  ivvaets  cajer  to  fjurm  land  their  own  foufld  much  in  their  favor.  Frimo- 
genituro  wai  ended.  Laud  wa^  fit?t  wld  ai  low  price*  axMl  tBcii  granted  alxnoct 
without  co»t  th«5gh  bonkstcadiDg.  titowcvcr,  ivaiJabiUty  of  free  land  ended  a  • 
generation  ago  add  land  lia«  since  become  scarcer,  mdhj  expenUve,  and  increasingly' 
subject  to  regulations  ovtr  its  use.  Nbnfarmers  often  Aessfully  compete  wiUi 
fanners'  for  ownership  of  latid.  The  autiiors  conclude  Uratffiiofar  as  access  to  land 
determinei  the  control  of  VS.  agriculture,  "tiie  key  answers  probably  conic  from 
sources  oubide  tiic  agricultural  Kctor."  If  fairacrx  to  retain  £ny  cohtrol  over, 
changes  in  ladd-use  polides,  tiicy  must  continuously  articulate  tiic  nteds  and  con- 
tributions  of  agriculture.  \  # 


FAiufovv?«ws  AJi»3u»jECT  to  morc'public  regulation 
of  land  use  now  than  ^i  any  earlier  time  in  the 
^  nation's  l&tory  and  all  indications  mggest  ai^  increasing 
pllblic  role  in  the  future.  M^t  regulation?  have  been 
advanced  as  *meani  for  enhancing  or  protecting  "the 
public  interest."*  J^mc  of  tiicm  aiic  highly  bcncfici(il  to 
farmersvwhile  otitcrs  favor  the  interests. of  nonfarmcrs, 
,  but  all  ipeak  to  the  future  of  agriculture  and  who  will 
control  it.  •  ^  • 

Will  increased  public  regulation  hamper. or  help  ^ 
farmers  4n  Uieir  efforts  to  produce  food  and  fiber?  How 
docs  the  balance  between  public  and  private  prerogative 
*  in  rtsource  use  inllucncp  who  will  control  ^  agriculture 
of  tomorrow?  What  types  of  public^ policy  inllutnce 
control  of  agricultural  resources  ?«'nie*Je  questions  and 
thfcir  policy  implications  arc  examined  in  this  chapter. 

Laws  Affecting  Land  Ownership 

Wi^B  distribution/of  ownership  righu  has  long  been 
favored  as  a  matter*  of  deliberate  policy  in  die  United 
States.  Thomas  Jefferson,  who  played  a  strong  rt)le  in 
shaping  our  early  land  polide*,  felt  tiiat  "the  small 
landholders  Ure  the  most  precious  part  of  a  sute"  £d 
that  the  government  should  encouwgcihe  establishment 
of  famtiy.sizcd  farms^  This  gdil  w^as  advanced  when  tiic 
nation  developed  its  fitit^bUc  land'disposal  policies  in  ' 
1785,  It  later  became  a  leading;  objective  of.  a  series  of* 
laws^tiiat  authorized  and  facilitated  the  sale  and  home-  , 
steading  of  thousands  of  acres  into  family-mc  farms. 

**  Public  !ntemt»  for  which  no  tin|k  dclnltlon  exitti,  ii  a 
dvntouc  CTpmiion  of  poUeiail  prcfereafcc,  chaafiaf  m  new 
'  choicet  aiid  new  iafonnation  arc  Introduced.  The  tenn  is  utcd 
ta  expreM  the  fict.thal  lodja  iinpMU  of  Individual  action  da 
exJ»t»  ^  • 


Favorable  public  larid'dispjsal  polide*  provided  a 
powerful  m*gnet  for  attracting  new  settlers  to  the 
United  States  during  tiie  1  Sod's  and  "early  lOOCs.  More 
tiian  a  million  acres  of  public  domam  land  were  sold 
or  fiomesteadcd  in  every  year  from  1829  tiirougb  1935, 
'  except  ^n  1862,  while  between  10  and  20  million,  acref 
were  disposed  of  to  individuals  in  each  of  26  years.  The 
availability  of  cheap  fand  /acilitated  tiie  rapid  settle- 
^  ment  of  the  wfstcm  acres  of  the  United  States.  It  was 
stirred  by  the  specvlatiye  impuls«  of  many  buyers.  The 
term  'lahd  poor"  was  commonplace jilong  the  frontier 
^because  buyers  fxequentiy  acquired"  more  land  tiian 
tiiey  could/reasonably  expect  to  use  at  times  when  tltcy 
really  neetled  eapiul    adequately  develop  and  improve 
properties  they  already  owned.  t 
A  high  point  in  private  farmland  Qwnenhip  was 
reached  in  1935  when  approximately  1,055  million 
acres  or  55  percent  of  the  land  area  of  tiic  48  sUtet 
^as  in  farms.  These  lands  were  occupied  and  operated 
^  by  6.8  million  fanners.  Since  th|t  time  the  sUtistic  for 
total  area  in  fanns  has  increased  because  of  the  inclusion 
of  the  areas  of  leaicd  public  grazing  lands  reported  in  * 
the  totals  far  individual  operators,  but  both  the  area  of 
privalely  owned  fargiland  and  the  nuipber  of  iann 
op«ralor5  have  decline!^  ♦  ♦ 

.  This  decline  was  prompted  by  factors iOther  than  lawi 
sfftecting  l^h<^owncrship.  It  is. true  that  homjestcadinf 
generally  camc>to  an  end  during  the  1930's  and  tiiat  ' 
there  was  a  flurryM  legislation  passed  during. the  f9k)'s 
tfi  prevent  credit  institutions  and  other  corporation! 
(rom  acquiring  large  areas  of  farmland.  But  unlike  in 
some  otiicr  parti  of  the  worfd,  no  legislation  llmiu  the 
liae  of  farm  holdings  or  the  choice  of  land  tiiat  indi- 
viduals  can  acquirp  and  hold  for  farming  purpoics. 
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*  •  The  prinqpal  land-related  regulation*  that  currently 
affect  farm  ownership  include  zoning  ordinances,  build- 
ing *nd  iubdlviiio'n  codes,  reguJati^>hs  generated  by  wil 
Vid  \yatcr  conservation  districts^  and,  more  reccntly> 
laws  detigded  to  discourage  and  control  pollution.  Reg« 
ulatiotis  with  a  less  direct"  impact  on  farm  ownership 
include  tax  levies,  credit  policies,  insurance  require* 

»    ments,  and  housing  regulations.  The.  impact  of  these 
/  measures  on  farmers  varies  with  thc^spccific  situation. 
In"  the  past,  farm  groups  have  played**  strong  role  in 
deciding  or  influencing  which  measures  should  be  ap« 
plied  and  how  they  should  be  applied.  But  this  situa^on 
Is  changing.  Increasing  numbers'  of  honfarm  nyal  rcsi- 
j^ents  as  ^ell  as  the  "one  man,  one  vottf *"  phcnomqion 
^rc  s'^ifting  the  balance  of  poxver  in  many  communities. 
V  .Regulations  have  prexented  some  formers  from  carrying 
^'^<a{i  practices  tha^  they  have  viewed  as  personally  a^kc 
vantageous  when  the  inftrcsts  of  others. were  Affected.^ 

*  Additional  conflicts  bct^cn  indivitjuals  and  "public" 
,    pirferences  may  be  cxjJcctcd  in  the  future.  * 

Irt  general,  it  would  seem  that  land-use  discretion  . 
open  to  the  farm  operator  is.  diminishing. 'Two  spy  ific 
policy  areas  that  illustrate  this  art  dticusicd  below. 

Environmental  Quality  -j 

*  increasing  penetration  of  nonf«rm  land  u*ei-»into  »  , 
rural  afcas  has  raised  a  number  of  conflict^a^^long  rural  / 
'  neighbors^  Nuisance  ordinances  arc  frequently  the  n?sult 
where  a  noisy,  smelly  farm, disturbs  the  more  recent  yet 
more  numerous  ancj  vociferous  residents  seeking  a 
"patch  o(j5jrcen."  Water  pollution  laws'in  severa^  states 
have  closed  a  number  of  Xccd  lots.  These  and  similar 
expressions  of  public  interest  in  a  pleasant  rural  cnvi* 
ronment  are  limiting  the  land-usc  options  open  to  torn- 
mercial  farmers.  The  trend  seems  to  be  a  result  ^of  both 
increasing  urban  penetration  and  increasing  aWaceness 
of  the  environmental  issue.  By  introducing  i^tw  elements 
of  £OSt  and  uncertainty  into  *produition,  environmental 
ionctrn  would  seem  to  encourage  further  cohcintration  in 
units  l<irge  enough  to  permit  required  investment  in 
environm/ntat  quality  and' discourage  continued  opera' 
tion  in  urbanising  areas, 

■  ■        ^      .^1  ■  ,  . 

Taxation  \ 

lit 'addition  to  direct  taj^s  on  land,  other 'tyjjci  of 
taxes  influence  land  holding.  Capital  gains  taxes  |^avc 
loiij^  encouraged  conversion  of  income  ta  capitaf  invest- 
ment by  landowners.  Perhaps  the  greatest  irftpact  on 
landholding  comes  in  the  nonfarm  calegory:,%hcre  indi* 
vtduals  invest  *in  latVl  improvement  or  livcs;tock  to  be 
converted  to  capital  gain  latfr.  For  commercial  farmen 
i5i  the  30'pcrccnt  or  above  income  t«x  bracket,  capital 


gains  taxes  nia^  ex?^  some  incentive  to  increase  farm 
size,  but  for  most  faxmers  other  factors  outweigh  the 
gain  tdoc  in  a  farm  size  decision. 

Rising  land  values  in  conjunction  with  relatively  modest 
capital, gairts  taxes,  encourage  landholding  by  nonfarmers. 
In  addition  to  tbe  "rural  amenities?*  of  land  ownership, 
land  offers  an  attractive  hedge  against  inflationary  im« 
pacts  on  income.  Increasing  land  ownership  by^^non- 
farmers  or  token  farmers  will  shift  the  balance  of  power 
in  land'use  policy  farther  from  the  commercial  operator.  * 
Such  ownership  will  also  increase  land  price*  making 
concentr;^ion  of  farm  production  m6rc  diflicult. 

The  Tax  Ritform  Act  of  1969.1ias  partially  closed  the 
tax  benefits  on  returns  from  raising  beef  ^breeding  cattle. 
Small  to  mcditim  investmcflU  still  have,  tax  advanUgel? 
however,  thH'  encouraging,  dispcnion  of  production.  A 
siifiilar  effect-may  be  noted  on  siz>e/)f  fruit  orchards,  re- 
sulting from  the  recent  requirement  for  capitalization  of 
all  expencji/urcs  within  4  years.  For  field  and  vegetable 
crops,  however,  the  Act  encourages  .larger  farm  units. 
In  California,  for  example,  decreased  federal  income  ta5c 
rates  'haviB  increased  optimum  farm  size  fnxn  between 
1,2^0  nrM  1,750  acre*rin  1962  to  approximately  4,500 

Lafj^  Tenure  Arrangements 

^  perpetuation  of  the  ftoly-sizcd  farm  has  been  en* 
courag^d  in  the  United  States  both  by  favorable  legis- 
lation amd  land 'policies  jmd  by  the  practices  followed 
iri  the  settlement  and  development  of  new  farms.  At* 
tempts  were  made  to  establish  manorial  estates  in  some 
'  of  the  northern  colonics  but  these  were  unsuccessful 
became  workers  and  ti;nants  found  nuiftcrous  ownenh4p 
opportunities  available  to  them.  Abandonment  of  the 
rule  of  primogeniture  and  of  the  cnj^lmcnt  of  estates, 
;  arrangcmcnu  that  usually  called  folT^hc  passing  of  ts- 
'  tatcs  to  the  cTdcst  son  qr'to  the  racking  male  heir,  also 
contributed  to  democratic  equality'  between  tillers  of  the 
land  and  to  the  assumption  thAt  all  farmcrSj,should 
aspire  to  individual  owncr-operatonhip. 

*  A  somewhat  different  situatioi^cxiited  in  the  South 
whtre  cotton  favored  large  pla^ations.  But  here  too, 

,  miipy  farms  were  operated  in  fupify-sized  uruts.  Eman- 
cipation of  the  slaves  brought  yt^^  to  extensive  use  of 

*  shar<tcroppers  and  tenants  in  f^ilning  operation  in  the 
South.  This  sitoation  differed  f^m  that  found  through- 
out mtich  of  theyiatSon.  The  l^H  rate  of  farm  tenancy 

*  reported  for  the  South,  howevcl',  soon  had  a  counterpart 
iri  the  increasi^  tendency  of  Jarm  owners  In  other  .com-' 
mercial  farming  areas  to  lease  their  fiirmi  to  tenants.  ^ 

In  lOBO,  25  percent  of  the  nation's  farm  units  were 
operated  by  tenants,  ^is  griKluall/ Increased  to  a  Fiigh 
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'  .        T«U«^*^N«MWr  of  Fra  Openton>7  Ttm  Gl«^  4 

'    TentirtcJi-                  '    ' 

.                                  tQX)"  tgW        ^      19»)       ^        1960  t9»  - 

AUopcrwor*  "                                           6,295,103  6,t02»<4t7        i,388,437        3,7071373  2,730»252 

,    FuHowncrt                                                       2,9t3,052  3,0«5,-l9!         3»09t,666        SillSiSW  l,7O5;70a 

Fartownoi..  ^                           657,109  613,502           125,670  mlm  671,«)7 

Mtnifm..  /.  ■     56,1JU  36,501            23.646  21  06^  N.A. 

TcMM.    '  ^»^»923         1,447,455  733;«49  35:?^9^a 

of  42  percent  in  1930^  Sinc^  Ifaait  Umc  and  jincc  World  ciUmatfe  the  extent  to  which  fanning  corportlioni  and 

r War  II  ia  particular,  thc-pri'portion  of  full  tenancy  hai  large  opera  tori  have  extended  their  tphere  of  control  ^ 

drojjpcd  to  a  low  of  1 3  percent  in  1969,  The  kllcmativc  over  farming  operalioni  in  many  pArti  of  the  nation, 

opportunities  provided  by  utban  and  nonfann  employ-  .  ^  » 

tiient  have  played  a  major  role  in  drawing  lenanU  away  '  Xrcnds  in  X«and'Usc  ' 

from  farms.  "*       >     ,           '  ■■  . 

The  increasing  proportion  of  farm  ownershlj)  reported  The  total  acreage  included  irf  farmi*in  the'  UrUled  '  • 
since  1930  has  been  accomplished  more  by  a  decrease  in  Slates  ha«  decreased  considerably  since^)930  9pd  par- 
tenant  numbers  than  by  an  increaseu'n  the  number  of  licularly  since  1950.  In  1930,  the  nsttion  had  990,1 
full  owncri.  The  total  number  of  farm  units  in  the    "  million  acrci  in  farms.  This  total  rose  to  1,161,4  million 
nation  dropped  from  6.3  million  in  1930  to  2.7  million  acres»in  1950  ami  then  declined  to  1,123.5  ittillion  acres 
^  in  1969/ Meanwhile,  the  number  of  full  owners  declfncd  in  1959  and  to  1,063.3  million  acre*  in  1969. 
froin-2.9  million  to  1.7,miUiorl  whdc  the  number  of  "   This  dedinc  in  farmland  area  wai  associated  with  a 
tenants  dropped  from  2.7  million  lo  0.4  million  {Tatlc  ^  reduction  in  the  number  of  farm  operators  And  aUo  with 
5.1).  ^  ^       *                   «  ^  '  a  decline  in  the  area  olM«Hwfs*led  cropland.  Farm  9per- 
A  major  development  in  l!>c  dislilbutioo  of  farm  ating  uniu  decUned  (totit  6.3  liiillion  in  1930  t0v5.4 
tenure  classes  is  the  growing  signiiicancc  of  the  part-  million  in  1950,  3.7  million  in  1959,  and  2.7  million  in 
ownpr.  These  part-owners  ovyn  and  live  on  some  farm-  1969.  Meanwhile,  tlm  acreage  of  harvested  cn?pland 
land  tl»at  lliey  usually  operate  while  they  rent  additional  dropped  from  359,2  inillion  acrcj  In  1929  to  341.6  mil-  * 
farmland.  Their  nuhnberi  increased  from  656.750  in    '  lion  acres  in  1949, 311,5  million  acres  in  1959,  and  273.0 
1930  to  671,607  in-I969.  Meanwhile,  they  extended  their  lultton  acres  in  1969.  *  .  *  '  * 
operations  from  the  handling  of  245.9  million  acres  ift  '  Several  million  actVs  were  added  to  "the  cropland  total^ 
1929  to  550.6  million  acres  in  1969.  Their  relative  po-  '  ,aftcr  'l930.  Most  of  this  new  Mircagc  ciUnc  from  the  • 
siUon  as  a  tenure  group  has  climbed  from  10  percent  of  development  of  new  reclamation  jJinojects  in  the  West, 
the  farm  opejalors  in  1930  to  25  percent  in  1969,  op-  •  but  additions  also  came  ffom  private  development  ac- 
crating  25  percent  of  the  farmland  acreage  in  1930  and  tlvities  and  from  the  Inclusion  of  the  acreage  if\^ Alaska 
52  percent  in  1969.                                          '  and  Hawaii  in  the  national  totals  after  their  admission  , 

Another  significant  development  in  the  farm  tenure  as  states  ii^tlic  late  195(^8,  These  additions  were  more 

situation  has  come  with  the  increasing  importance  of  than  equaled  by  the  substantial  reductions  jn  ttital  farm-  ' 

absentee  and  large-scale  ownership,  Cemus  suUstics  do  land  are*  that  caiinj  with  the  shifting  of  large  <racts  to 

not  fully  dtfcument  the  extent  of  these  trends.  It  is  com-  shopping  center,  industrial,  residential,  highway,  and 

^  mon  knowledge,  however,  that  doctors,  iawyeri,  bankers,  otlicr  urban-orichted  tisesiand  with  tl«3  sKUting  of  still 

and  other  urban  investors  have  Acqtiircd  considerable    '  larger  areas  to  less  intensive  uks.  ^ 

tracts  of  valuable '  and  productive  fannl|nd  around  The  reduction  of  land  in  farms  and  of  the  total  acre- 

\irban  areas  and  in  prime  agricultural  and  ranching  age  harvested 'has  not  resulted  in  less  production.  Farm 

areas.  Tlicrc  is,  of  course,  somd  transfer  of  land  from  ,  production  Idmost  doubled  between  1930  and  1970  and 

nonfarmcrs  to  commercial  operators*  Nonfarmtffs  ac-  '  toul  farm  output  increased"  41  percent  bctwcett  1950 

counted  for  ^  percent  of  thc  farm  acquisitions  between  and  )9?0  although- there  was  13  percent  less  cropland 

1968  and  1970  as  .  compared  with  only  a  tlu'rd  of  Uk:  harvested.  Increased  use  of  technology  has  made  it  nec« 

acquisitions  in  llic  1939-1967  period.  TIm:  number  of  cssary  to  use  a  variety  of  |crcage*alk)tment  and  pro-. 

operaUng  units  involvingi  holdings  of  500  or  more  acres  duttion .control  programs  to  restrict  produclioti  at  a  ^ 

, increased  from  4  percent- of  the  total  in  1930  to  13  per-  time  )v!ien  most  nations  have  been  trying  to  encourage 

cent  in  1969.  These  totals  suggest  but  probably  under-  *  increaKd  food  production. 
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V         ,/^i9(»     1930«     IQJQ      1959  1969 

UnkcdSutoi...'?..    146,2  .  456  9  2l5  302  8    5«9  9 

Norih.^.'   153.3     1G6  2  194  4  2«  7  306,1 

SouUi>.   13«2''  106  4  148  2  217  2    286  6 

 S«6.1  .  433^3  699:6  967  1  M5P»4 

With  tlic  dccwjwc  inJanCin  fanns  ind  number  of 
fann  opera  ion  ha*  come  irtttrcasaig  commcrdali^AU'on 
of  America*!  fitnm.  Farm  operating  uniti  havt;  tncxraicd 
in  average  sue  as  shown  In  Table  * 

Impa^jt  of  Taxes  .  ° 

Fanra?n  gcnerall^^njoycd  a  niorc^  favorable  relation- 
ship between  their  prc^Jcrty  tax^loadj,  their  net  incooocs, 
and  the  marlcet  values  of  their  properties  durin^^  tlie 
•middle  llMO'i.  Property  tax  rates  had  dropped  during 
the  deplrcfiion  ycars^  of  Jlhc  I930*i  anjl^^fad  barely 
started  to  rj|y  igain  while  incomes  and  property  values  ^ 
had-ixren  pushed  upward  by  wartime  cotvditions. 
^In  the  quarter  ofji  centu/y  that  has  pajicd  since  tliis 
"golden^age"  of  agriculturAl  property  taxation,  property 
taxes  have  riicA  to  new  highs  In  most  states.  The  average 
proj^rty  tax  for  farm  real  estate  in  the  United  States 
rose  from  44  cents  an  acre  in  1945  to  59<cntJ  in  195/), 
$1.22  in  1960,  and  $2.27  in  1969.  State  averages  in.l969 
ranged  from  as  little  a*  18  cents  per  acre  in  New 
Mcxir|o|  33  cents  in,  Wyoming,  and  45  cents  in  Alabama 
*to^Vl.45  in  Califomla,,$12.31  in  Massachusetts,  and 
$18JB7  in  Ntw  Jersey.  Although  property  value  in- 
creased, the  ^avcragt^  tax  per  $100  of  iixxa  'Sil  esUte 
value  rose  froifn  77  t'Jnts  for  the  nation  in  1945.  to  ^1.13 
in  1969.  State*  averages  in  19C9  ganged  from  lows  of  25 
and  28  cents  per  $100  pt  farm  real  estate  value  io  Ala- 
bami  and  Louisiana  to  highs  of  $2.43  per  $100  in  Njainc 
and  Massachusetts. 

Thfc  net  impact  o?  farm  property  taxes  on  farmers  can 
best  be  viewed  in  terms  oT  the  rrlativc  portions  of  net 
farm  income  it  has  taken  to'pay  them.  Farm  real  estate^ 
and  personal  property  tax  payments  accounted  for  14 
percent  of  tlie  average  farm  operator's  net  cash' income 
before  payment  of  property  taxes  and  before  deduction 
of  rental  payments  to  nonfarm  landlords  In  1910  (Table 
'  3.3).  Rising  net  cash  returtis  reduced  this  lu  0  percei/t 
in  194D.  In  1950,  it  was  9  percent.  Rising  tax  levels  then 
brought  it  up  to  between  13  anil"  14  percent  between  1960 
and  1965  and  up  to  10  percent  4if  the  net  casli  income 
levTl  in  llJ/O.  This  is  a  national  average.  Tlie  precise 
intpact,  of  Course,  varied  greatly  between  intlivldJ  ! 
operators  and  areas.  , 


Takk  3^  ~  ReUtiM  «t  Farm  Fr^icftr  Tax  Fayncalt  to  H«  t 
Cask  IlK««ct  KealM  f rMi  FaraiSM  Um* 
«  ktk€UMle4S(4tti>19f0.1%70 

  ...    ..     .•.,4-^.      ........ -^^==:,=^ 

Year  cS-^Si 

Vm.   451  2,285  491  MS.ff 

WHS   557  9,251  t»12t  3.1 

1950   S19  7,743  '    l,lf5  ,  9.3 

1955   1,141  7,6*7  1,054  V        11. G 

19G0.,.*,...  1,502  8,969  1,02^  IS.l 

19G5   1#943  10,840  ,    1,483  ,         14  0  , 

1970  V  2^994'  12,557  :      1,494  .      17.6  ^ 

•  Aj  thc^abovT  data  stiggest,  farmland  values. have jnot 
hcen'closely'correlated  with  net  farm  incomes.  Ptfr-« 
chases,  of  land  <for  urban -oriented  uses,  the  acquisition 
of  lana  for  farm'enlargeajent  purpo^s,  the  cxjemi>te 

)  inveijjuent  of  nonfarm  monies  in  agricultural  propcnietj 
and  expectation  oX  further 'inflaUon  have  helped  to  boost  % 
farmland  values  above  the  Icveh  jus'tified  bj<  current 
farm,  income  expectations.  This  sittiation  has  compli- 
cated the  managerial  problems  of  bona  fide  farmers  who 
h'ave  needed  additional  land  for  operating  purposes  and 
it  has  often  resulted  in  higher  property  tax  levies  than  ' 
farmers  Aight  otlier>*;iic  have  been  rcquhrcd  to  pay. 

Rising  property  taxes  have  posed  a  major*  problem  for 
farmery  ih  the  fringe  areas  surrounding  expanding  urban 
areas.  These  developments  In  the  areas  adjacent  to  cities 
have  brought  thp  sale  of  numerous  tracts  of  farmland 
for  various  urban  uses.  Tliesejiales  h  aire -usually  Involved 
prices  somewhat  in  excess  of  the  talue  of  th^  land  for 
aijricultural  use,  ^ 

•  Tax*asses)ot)|  jiave  viewed  these  prices  as  indicators  of  « 
the  highest  a^d  best  use-values  of  the  land  and  have 
adjusted  their  farmland  asse«$Ittents  to  these  levels.  The 
impact  of  this  action  on  local  tax  levies  has  been  further 
aggravated  by  the  movrment  of  new  residents  witli 
mban-oriented  demands  /or  public  services  to  tlic  local 
gover^Jmcnfal  and  taxing  district  Tiie  lupljer  tax  kviei 
that  liaVr^llowcd  havje  encouraged'  m^oy  farmers  to 
sell  out  ta*spetulators  while  those  farmers  who  have 
kept  tlirir  lfl{id  in  agriculture  hav8  ofte^  fouftd  tliat  ^ 
increasing  portions  of  tf>eir  net  returns  ha^  often  been 
needed  for  the  payment  of  property  taxes. 

A  variety  oif  special  usc^valuc  asiStssmcnt  arrange- 
ments liavc  been  autliorized  in  approximately  half^of 
the  states  to  protect  bona  fide  farrae*!  from  taxing 
policies  titat  could  force  them  to  iliift  or  icll  tlieir  lands 
for  nonfarm  use,  Tlic  least  complicated  of.tliesc  arrange* 
ments  cs^i  only  for  the  assessment  or  claisiHcation  of 
those  lands  used  for  agriculture  at  no  more  than  their 
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agricultural  ui^-valu€i»  This  arrangement  provides 
farmers  witlt  A  tax  break  witliout  imposing  any  respon- 
iibility  on  them  to  keep  Uicir  lands  in  agricultural  |ise. 

A  second  arrangement  calls  (or  the  assessment  of  eli- 
gible lands  at  botii  their_highest  and  best  use  and  at 
'thAr  current  agricultural  use-v-alurs^  taxation  of  fann> 
land  lit  its  agricultural  usc-vaiuc  as  lon^  arit  is  used 
for  this  purposCi  and  t!ie  collection  ot  a  roUbaclc  «tax^ 
equal  to  tin;  difTerence  between  the  taxei  paid  ans)  those 
that  wo\ild  have  been  paid  for  some  given  time  period 

usually  cither  three  or  five  years  — at  the  time  a 
ihtft  in  use  takes  plarc/Oiher  ipccial  arrartgrmf nts  pro» 
vide  for  the  combination  of  rollback  taxes  with  require* 
ments  for  agricultural  zoning,  the  requirement  that 
local  planning  commissions  approve  the  designation  of 
the  areas  clrgible  for  ipccial  tax  treatment,  and  the  use 
of  penalties  in  additiog  io  rollback  taxes  when  lands  are 
shifted  to  nonfarm  uses  without  a  Ke|uirrd  period  of 
notice.  .  ' 

liawoii  lias  gon«  farther  than'^any  otlicr  itate  in  eitab* 
lifhing  agricultural  and  conservation  distric^  in  wliich 
lantfs  are  deiignatcd  for  ogriculturral  ^and  natural  arc4 
uses.  Similar  lyitcms  of  ngriqultural  and  natural  area 
preserves  have  bcorj  recommended  in  other  states.  New 
York  has^'authoritcd  Uie  establishment  of  agricultural 
districti  that  can  enjoy  sqmc  of  the  tax  advantages  of 
ngricult«ral  preserves.  California  and  WailungttJn  have 
adopted  fomcwhat  comparable  programs  under  wlu(Ji 
long* term  contracts  can  be  entered  into  between  focal 
governiyients  and  farmers  for  retaining  rural  areas  as 
^  open  space. 

Like  otlicr  business  operators,  farmers  must  pay  in- 
come taxes,  sales  taxcif  busincsi  taxtSf  tnlicritancc  taxeSj 
and  a  variety  of  Iciser  taxes  as  well  as  property  taxes. 
Each  of  these  taxes  lus  ils'efi'cct  on  the.  decisions  and 
actions  of  fonn  operators.  Inheritance  taxes>  for  e»* 
'ample,  ^an  n;sult  in  the  breaking  up  of  large  farm 
hpldingi.  Tlieie  taxes  along  with  the  general,  property 
tax  ordinarily  have  no  more  severe  impact  on  farmers 
than  on  other  groups.  ^ 

Competing  Demands  for  Farmland 

.Several  million  acres  of  land  have  ihiftcd  out  of  apri- 
culture  to  other  uses  rince  the  end  of  World  War  II. 
Much  land  has  br?ri  taken  for  buildin^';  new  l^'ghwaj-s 
and  intcrflian^rs.  nrbani:alion  has  claimed 'luVstantiaj 
acreages  in  seme  areas.  Ucsrrvcin,  paiks,  and  rrc reatisn  « 
areas  liavr  taken  largo  areas.  Suljstantial  Vrcsscs  'also 
iLlve  ihifird  to  less  intrnsi^-c  uses.  Some  of  ttjrsc  lands 
are  used  for  Rra^itig;  putpcscs,  are  ilcwly  recerting 
foicslH  nr  are  l),m^  idle  ekrept  for  tlicir  occasionafme 
for  hunting  and  other  recreationil  purposes. 


t^P^gyJi  giglQ^e  «»d  Ubhr '^27 

Fanning  can  rarely  compete  on  an  even  basis  in  the^ 
marketplace  with  highways,  reiidentialvubdh^isions,  arul* 
other  urban-oriented  uses  of  land.  The  developed  farmv 
land  arras  around  cities  often  provide  prime  attractions 
foirvuburban  and  urban  developers  and  for  land  specu- 
lators because  their  flat  terrain  and  already  available 
road,^  utilityi  and  public-service  syitems  require  lower 
development  coits  tlian  many  equally  accessible  but 
lew  developed  rites.  '  * 

The  use  of  g^  farmlandi  for  urban  development  has 
already  recited,  ht  the  km.  of  numercin  prime  agricul* 
tural  areas.  This  proceis  cannot  he  completely  itopped.  , 
Millions  of  additional  acrei  will  be  needed  for  resi- 
dential and'otl)cr  urban 'Orie/Tted  uses  by  our  expanding 
urban  population.  Some  b^ticvr  Uiat  more  emphasis 
ihould  bcf  given  to  the  channeling  of  urban  growth  to 
lands  of  limited  agricultural  potential.  At  the  moment 
tiie  nation  has  somewhat  more  than  enough  larul  to 
,  care  for  its  food-production  necdi.  Its  supply  of  prime 
agricultural  landsi  howcverj  Is  definitely  limited;  They 
argue  that  much  of  tliis  ^rea  slunuld  be  Vept  in  agrioil* 
ture  because  these  lands  have  a  higher  potential  for 
agricultural  uie  and  can  be  exf)ccied  to  respond  better 
,  to  new  agricultural  technology  than  can  the  lar^  acre* 
•ges  of  lower^gradc  lan'drthat  arc  equally  well  suited  to 
nonfann  uks,     '  *  *  /  s 

pWitli  the  growing  demand  for  nonfarm  uks  of  land, 
large  acreages  now  included  in  farms  can  be  expected 
to  ihift  to  other  uks,  TJiii  trend  canriQt  coniinui  indifi' 
nitily  aithmt  iuatin^  ierious  probUnu  Jet  Jbff  nation. 
Long  before  a  true  crisis  develop*,  public  programi  and 
policies  will  be  needed  to  njer\^  significant  areas  for 
future  agricultural  use.  Some  of  these  policies  will  "be 
limited  to  applications  of  agricultural  zqning  and  speciij, 
land  taxing  lu^rangeincntr  Effective  action  will  call  for 
<areful  Iand<^usej}hnning  on  a  federal  and  s!ai<e  as  well  as 
a  local  basis  and  will  probably  require  tl^  establishment 
of  agriruliural  districts  and  preserves  within  wliich  tlie 
shifting  of  individual  tracts  to  nonfarlO'  uks  cannot  be  . 
acfcmplishcd  witlioyt  public  hearings  and'llic^  jolnjt  ap' 
p  rov.ii  0  f  public  and  pri  va  te  de ciilon  maken. 

Fiitiirr  Ac'C(iss  to  Ownership 

Public  polity  in  the  United  States  has  favored  wide  dil» 
tribution  of  the  ri;^jits  of  nwnrrsliip  in  land.  Prospccti^'e 
fanners  IiavT  bern,cnc0ura^d  to  acquire,  develop,  and 
operate  L*j'Jividiial  famisV  Tliis  polity  is  itill  bcin^  fo^ 
Ifi^vcd  IIcwtVTr,  tlie  great  bulk  of  the  area  lliat  can  be 
'  prafitably  de\tIopcd  and  used  for  Agriculture  has  already 
been  brought  into  use. 

Tl^e  general  trend  of  recent  dccadfs  stoi  a'  slzifting 
'  of  bodi  farm  acreage  and  farm  op^rat^  out  of  agricul- 
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ture.  Many  of  Oioie  who  lutve  temiunf d  m  faimkig  liav^c 
found  It  expcdirnt  to  operate  fanrn  of  fargf  r^ize.  Farm 
credit  peilicki  luvc  been  j^cvised  to  hflp  kftp  the  road  to 
ownenhi'p  open.  Yet  the  need  to  acquire  a  larger  operat- 
ing unit  together  with  t!ie  upH-aid  trend  in  fahn  real 
eitate  prices  ttas  defmitely  narrowed  the  sco^  of  the 
average  farm  operator*!  opportunlttca  for  acquiiing 
owperihip, 

Wlial  Of  tlic  future?  Prcicnt  indlcationi  lujrgeit  that 
the  average  farm  cf  the  future  will  increaic  boOj  In  acre*" 
age  and  in  value.  The  attraction  of  lartn  cwnenlup  for 
nonfainr  inv-citon,  \vtjo  are  cftrn  only  partly  concerned 
will)  current  returni,  also  tti^eits  that  farmers  will  con* 
tinue  10  receive  a  low  current  return  on  their  capital 
'  invMtments.  Thitt'decthpmtnts  can  ntrrcw  tht  rotd  to 
ownership  and  Umtt  acan  to  cwmrshtp  to  scmt  pDttntiat 
operqtors  tvko  lack  famtty  y  cthir^ipiCiid.fifltnciaLback* 
ing,  Thty  can  alii)  litrnificantly  affect  tlic  ability  cf  ccm- 
mcrciaJ  fartncrs  to  influence  land'Uie  pollciei  in  wa>i  fa>  / 
votable  to  agiicultuul  production.  Qonirol  of  agriAilura! 
resources  is  limply  being  altared  among  more  and  mon; 
segments  of  society, 

.  Farmers  as  a  group  are  often  viewed  as  economically 
fomervative.  Tlw  traditions  of  ready  access  to  cmiersliip 
aild  cf  reJativTly  complete  tir,tts  of  owTienliip  are  still  im^ 
portant  tolhem.  With  incr^asinfj  costs  and  new  {haHcnjes" 
froin  nonfatm  hhd  uvsr farmers  tnay  develop  more  toI» 
,  iterance  for  public  guitlancr  cf  land  use.  * 

Possible  governmental-  policies  tnip}i{  include  acreaKo 
^jrontrpls  a^'l  cropland  rctircrarnt  programs  to  limit  pro> 
dujHion^and  help  Iwljter  farra  incomes  •special  tAx  ta-A's 
to  ease  the  fanmer's  tax  butdtn,  and  zoning  and  impro;T(f« 
planning  to  protect  agricuUutal  arc«s  from  uijban*cn> 
rroacliments.  Maximupn  limits  mighj^bc  placed*  on  the 
Si^  of  faj^  enterprises  and  holdings  to  protect  the  more 


traditional  fanner  from  domination  by  large  corporate 
opetatorii  Regulations  also  might  be  devised,  ujn  some 
•parts  of  Europe,  to  keep  farms^in  the  hands  ol  faimert 
^and  to  prohibit  their  acquisition  by  nonfarm  buyers  or 
lieiri  wlw  do  not  intend  to  becowie  resident  operators. 

Regardless  of  th<;  policirs  recommended  and  folkmed,' . 
it  appean  inexitable  thai  tlic  farmland  owner  of  tlic 
future  will  be  more  sdbject  to  public  and  social  controls 

*  than  has  been  the  case  in  tlie  past.  In  f«(t,  tht  kty.tn*^ 
swtrs  to  tht  qutithn'^ivho  wUl  control  atriculturt**  prch» 
ably  ccmt  from  ^\ircts  cuUid*  tht  tirkutturMt  $tctor. 

With  our  growing  population  and  tlip  ejrpjnding  in-- 
flueflces  of  urban  so^cty,  public  policies  for  tlic  direction 
of  land  use  are  becoming  tnorc  and  moVc  necessary,  Zon* 

,  Ing  ordinances,  subdivisicm  and  platting  reguUtiooi> 
building  codes,  genera!  land  use  cdntrcli,  and  measures 
requiring  the  Control  pt  pollution  and  the  protccliqp  of 
the  cnvlroriment  will  be  dchyindcd  at  all  levels  of  go^»e^^' 
ment.  At  present,'  commercial  agrlculturejrequentor  laclis 
an  efrrcti\'e  voice  in  generating  apd  enforcfng  land  cm* 
trols.  Lack  of  interest  about  go\Tmment  regulatioo 
aunong  farm  pcOp)e  lias  resulted  in  a  sliift  of  Hiiliativc  to 
nonfapn  interests  wherd  laniJ'Uie  policies  arc  concerned. 
If  tliey  !ire  to  retain  *ny  c6ntrcl  over  cliangcs  in  land  use 
policies,  farmers  must  ccnlinucuily  articulate  the  needs 

_  and  contributions  of  agriculture.  , 

,  \ 
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Farm'protfuctkm  iiptttf  kave  Ikniicd  val«ie  wltKout  the  kMrnledfc  o|  how  to  vac 
them.  From  the  tuiy^gtU^iwrtl  tocklki  K«d  ftir*  H  today*i  unimMtlc*!  ncperi* 
tncnt  ftatloM,  extcuMon  lervktf,  and  mAVtt  t'nfonnatioii  actlWticf,  puUk;  fiAicf 
hu  hte»  »mtA  to  nulie  ImoWle^fe  equalff  acoeilkiiile  to  aH  fArlnui^ 

Likewrif^f  p^'^'^  ^^P  iA|MiP9«(pfrfy  aruultetf  competitive  aiyl  to  foftar  ^oih 
Mippty  aad  dredit  cofiffiatlvci  have  Wea  Intended  to  help  aU  f  armcrf* 

l>4M]ied  pyMk  fMpport  for  tlteie  activitkfi  the  f Mthoq  cin|ihaMae,  wowhl  %iyt 
an  99v«iita|(e  to  Iaf|»  famf  and  lead  to  moce  conceatrated  afTiaftlturr.  Some 
prettnt  trtwfof  wch  at  finaaclni  through  cootractii  partnenhtpi  or  corporatkmi] 
already  Sndkate  a  trend  to  mgrt  concentratton.  Yeti  inm!niiim>w*g«il^i  and'olhcr 
polkSef  aJTeetinif  hired  farm  labor  could  work  to  the  henefit  of  a  more  di»per«cd 
afrku!(urr.,  '  •  " 


Tut  srtsTOfiY  or  VS.  AQKCVvtvut  ihcw*  «  comtant 
que*t  for  new  ViKnvkiJgfl  and  impfo\'cd  farrninf? 
technique*!  and,  lix  a  re!4u!t,  a  cliangtng  mix  of  injniu  in 
agricultural  production.  * 

VS.  agriculture  devtlcptd  pranarily  through  jndi- 
vWittlly  owned  and  ttmilf  operated  htm^  Wit!i  pclic Its 
th^t  encouraged  luch  wkJeipread,  diipcricd  ownerrfilp 
and  cperatjoij,  a.  large  number  ot  production  fnput  lup. 
pliVn  lecamc  eitablilied  to  Jupp^y  needi  of  farmrn 
and  titm  families. 

M  tilts  indu»<ria5  revolution  ipread  into  America,  man. 
ufacture  of  inpuu  away  from  fanrj  replaced  howe  pro- 
ductjcn.  Sucli  Inputs  as  tools,  madiJncry,  fertdaer*,  feed  , ' 
suppIcmcniSj  and  otlicr  rjpplics  came  from  factorlcSi 
•OvtT  the  yearf,"  Uadfri,  dea!<^rt,  and  supply  center*  be*  > 
came  estatiliihcd  in  smalljr  town*  to  wppty  t!ic»com- 
mercia]  inputs  to  tht  large  number  of  widely  dispencd 
farmers.  Now,  as  farm  produf  tion  it  being  concentrated 
in  itMtr  operating  units,  .tlio  striHiturc  of  input  suj^ly 
industries  is  alio  undergoing  ma^r  changfSi  ^ 

Ui  tiic  eaily  yean  of  our  nation,  land  own?**and  publlf 
ofBciajs  encoufag?{l  agritultural/^xklirs,  expoiiticnj, 
c fairs,  "and  farm  public ati^^ns.  Tlity  recognized  ttyc  ira- 
IKjrtance  of  time  meani  cf  coihraunication  for  spre.ading^ 
'  tftlmlSAj  lOKnvlcdge  tliat  wcu![]  stimulate  agricultural 
growtli  and  dc\'elopmcnt  Later,  iIhj  efforts  of  publir, 
•  officials  a,nd  private  citiffia  helped  obtain  public  finaiic* 

*  Appre.'IHjr;n  ii  (tptptcA  to  W«It?r  Btl)rn  •ntf  Allen  Smidi, 
CcofioraiT  R(fje«r;k  Seflicei  USDAj^of  thtir  mitw  at  pt^linf' 


ing  for  hirjier  edJCaticn  in  airficulture^^cr  agricultural 
researth,  and  for  educatioTial  programs  to  diisenunite 
researdi  findings  tliroogli^tljc  Extension  ^enrice  and 
tliiouglj  high  school  agrkultural  programs  Tliesc  pro- 
grams  aimed  to  provide  accen  Co  lifioviledge  for  all  fafin» ' 
en,  Urge  and  small  At  tJic  same  time,  die  input  supply 
rotten:!  operated  in  an  cpen  marVel  \%idi  farm  inputs 
widely  available  to  farmen  at  nxnpetltivc  prices. 

In  tJie  early  2Qd>  century,  public  policies  fostered  t!ie 
dcvefopment  of  cooperatim  to  mainUin  competitive 
access  in  inputs.  Government  assisted  cot^ratlvt;  farm 
credit  agencies  were  establiilsed  later  to  Ijelp  largo  and 
small  producers  obuin  die  credit  needed  to  buy  a<n^ 
metchX  inputs. 

Credit,  originally  supplied  by  friends,  relatives,  mer^ 
.chants,  an.d  latcf  hy  banJtas,  luu  befcme  a  highly 
specialized  tooh  It  is  tlm  means  by  wlucli  a  famief  today 
acquires  Uic  needed  risk  capital  for  bcdi  long  term  and 
short-tetm  production.  Financing  has  become  a  key  part 
of  tJie  Hliole  management  and  decision  making  process 

Inputs  and  Knowledge  AfFcct  Oontrol 

Today  tJje  jK-licics  tlat  affect  the  a^-ailability  of  pro= 
duction  inputs  and  tlie  knowlct'ge  of  liow  to  develop  and 
Use  Utem  fcr  maximum  return  also  affect  wIk)  will  c6n» 
trol  tlift  agricultural  production  process.  Two  central  is- 
sues  emerge  in  diis  cliang'mg  structure:  4 

(I)  Wlio  will  iia\'C  control  of  commercial  agricultural 
production?  Contrcl  coiHd  be  measured  by  amount  ef 
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production  coming  Crom  Urmt  (jf^diffcrent  lizei.  Of  it 
might  hp  iijMured  by  tht  orgumzatJon  cr  groupi  miking 
the  fiiajGr  decisiot^m  iljc  food  production  »nd  xniiltcl' 
V  uig  Kitem,  Hbjfthfr  U  b^iupplicri  of  inpiiti,  fjirm  pro- 
duceri,  marketing  firaii,  or  retiiJen.  -o  , 

(2)  How  WiIJ  procni  fajm  i^j^m,  cpcratort,  workrn, 
and  agriculmijijf  botlrtai  fima  be  iffccitt!  by  %  furdief 
itduf  tion  m  ilw  kumber  cf  faim  cpcrtting  uniu? 

Tfii  wi/rr  «mif  iffecting  cc-ntrcl  Uircogli  accai  to 
technical  knOHjf  i)ipk  and  commercial  inpuU  arp: 
.  •  How  ciiU  nem  knokUdt'  bt  iistcvitid  tni  dis' 
ttminaftd?  Umitn\  acreti  to  rcitarcb  (inClngi^Wdl  give 
fpcciaJ  advantage  tf»  iimt  nbo  g?t  it  fintl  Widcipread 
accm  to  new  ititartH  Jndlngi  would  avxfid  givlngj«j>«:»al 
advxntag?  to  anj'  in**idual  cr  gnnip,  Il^wr,  even 
i4.ii}i  widfipread  accna  lo  titw  rwearcl),  10105  may  be 
able  to  luc  tbs  Cinlnrgt  and  gain  more  control  than 

•  Jicw  itidtly  tvtiUbU  wiil  h  iht  hfnefiU  of  thi 
iducaihml  iyjtcm  to  «//  prcdmctis?  A  pclif  y  tlait  Ijnili 
ilm  educattcnal  oppcrtunitki  to  lomc  indivIduaJa '  cr 
grotipt  c^rrollitrfHiII  lead  to  CGrnpclIiivo  advantage  and 

controJ, 

•  Will  ccmfUti  knctuUdii  cf  (rtfuftr  ptuiS  bo  «iai7' 
abU  £0  that  tuym  tnd  ttUtii  h$Vi  tquat  undtniandins 
0/  damsnd  and  supply  LCffdUuns  bclh  £jr  tht  input  sup9 
*p:y  and  picduU  matlttts^  Otlictwiie,  an  advAntage  to 
dio  II Je  which  hai  mono  caufltie  knowledge  would  ^je* 

.iu!t  «  I  _ 

•  Will  all  pTcdaura  halt  atc$ii  to  cicdlt  and,ft> 
n^nurjg  at  ccmpttiUve  ratts,  uhithtr  thty  borfdw  in  " 
hrgt  cr  tmall  amcitnts'^ 

f  •  What  w  u!d  ht  tht  mp*U  of  unionJi  hightr  mini 
mum  aastSt  and  cthr  hbcr  pcUziti  thut  affict  tht  ccp' 
fsuun  pavJijTiJ  cf  l2t£t  and  cmalltf  [ims»  tht  iupplj 
of  available  talcr,  and  thi  ccnSrct  cf  dnLicns  dialing 
uiih  hired  labor? 

•  Will  ccmpHi'Ait  a  rJtttcns  bt  maintnimd  in  pic 
curment  cf  picduiUon  inputs?  Any  advantage  itcartd 
by  cm  i::o  ct  tvpc  cf  producrn  rnuIJ  lad  to  rcntro], 

lite  Oucst  for  Trchnieal  Kiif^vlcdge 

Pulljf  policies  ;:rr.Vidc  an  impGitant  tntarj  bv  nliich" . 
food  arJ  fiber  prcducen  giin  r.ctm  to  lethmral  kno^vl^ 
CL^^e  tnd  commrrcUl  uipu3  llus  ti  doiip  piirrjarily 
tlirct'Kh  tlie  tKpfjL'mrj  itaticni  and  tlie  Cucpfrative 
Estcrjion  Smite.  Ma*:i!jr  tjjuc  andtJiimbuticn  of  com- 
inr  fCial  iupjjrj;  cn-  Uic  oif*¥r  an)  (atiie  J  cu!  piimar* 
ihrcufeh'  piaatft  indi>*uy  ^^iu^t  ir  t«ppli«sJ  tliro«gh 
privat-  ictjrttj  and  gavcmi?^r]WLtrtiii  f i^j  cocjKrJitivci 
'ri:e  IJmtfd  Ctatci  and  tijuii  "WArtfni  Eiiro^)can  coun» 
trlcj  follow  jh  J  patttiD.  <s 


Tlit  noed  for  more  KientlHc  teiting  cf  tcchniqiiej,  ma» 
terta!i,  and  mctltods  camt?  uitli  i!ie  advancement  cf  farm*  « 
ing  rneiliodi.  TIjc  lla'ch  Act  of  1887  and  lucetiiive  atts 
liave  ttUbliihed  a  tjitem  cf  public^iupporttd  agrkut* 
turaJ  rtiearth.  Some  T^\%\t  fany  and  agribuiinen  dxjm 
tnd  induitriei  jja\«  drawn  upon  public  lupporicd  rc. 
•carcli  findingi  aiK.VIa\t5  furtlier  advanced  tlie  body  of 

,  acifnlific  ki«Myge;throggh  their  cv^n  rfiejrth  efforu. 
Akhough  ilJc  entire  job' of  agrictiltural  retearch  could  ' 
be  turned  mcr  to  private  indmtry,  tl>e  prrient  tyitem  of 
coniblning  public  iu|.^rted  Warcli  with  freedom  fo/ 
private  ftma  to  do  rciearclj  provide*  aorocWvantagfi, 
PubliC'tMppcrtid  uHBuh  findingi  «r*  ^viilshU  to  mII 
tituultutMl  proiuccimnd  hunnas  fims.  Reiear/li  pro]» 
ecti  deal  with  «  wide  range  of  agricultural  production  in 
tll  parti  of  tJw  country.  be  co«i  ef  luch  rtiearcli  U  paid 

?  by  tins  lajcpaying  public.  5ocnc  private  raeardi  k  j^ih 
for  directly  by  product        or  from  giantj  aupplied  by'  . 
tlje  gGVTmrncnt  cr  by  foumlationi,  '  ^ 

•  Heiearch  carried  out  by  private  fimii  may  t4e  two 
founi:  (I5  restarth  canned  out  under  contract  imd  ickl, 
ti  any  oilier  *f  i>ice,  for  t  price  to  cmr  iti  coit;  toil  (2) 
rejearcli  cariicd  out  by  tlie  f  rm,  cr  imder  contract,  mu- 
tlly  to  dn-e!:p  a  new  pfcduct.  Tlic  second  t>pe  ii  likely 
to  be  done  only  far  prodiicli  promiiing  lubitantial  com> 
trif  rcial  impof  lance.  '  r 

Tlio»c  wIk)  hav^e  nerd  for  reiearth  foulangt  wIUj  limited 
cctumcrcial  V'alue  would  probaUy  contract  for  tfye  rc- 
•careh.  tVjallj' only  largr  flrmi  cr  buineiifea  couW  afford 
to  (joK).  Tlterefore,  t  policy  »3  confine  renearch  mainly 
to  pu\iQ  fiiirj  wGuld'ccntr.'juit'  to  Incrcaied  toncnitra- 
tion  In  famzlng  ciwatiorA 

Seme  t^Jfi  cf  fcicarc  h  luch  af  icd  CQniervaiion  or  pob 
liition  cc-ntrcl  have  t  broad  public  intcrejt.  Unleii  it  alio 
lias  ccriimhcbl  papff,#frvv  iriL^ivktiul  fifilu  will  under- 
taltcit 

liducathn 

tkkn^dc  kncwledgc  in  agriculture  luu  evT«lv'ed  as  t 
jLiarly  fin2n:f d  fffcit  fro^'*,  fedrraJ,  itatfi  and  private 
*G\!rcrf.  Viills  anJ  piivate  i:ha:Ij  and  uniitnitiei  and 
i^iJas!fv  dM;v  tjjx/n  putlkly  and  privately  luppcrtcd  re- 
iitarchin  ihuT  teai!;ingaiiJ  busmen  actiVitjei.  Fiivatr  in^ 
daitry  use*  p^illkly  and  piivately  dtvdcped  tecbiclogv 
0  prtTvid?  toclJ,  e(}iiipmen!,  and  know  Ikjw  to  Itelp  fiir> 
dier  public  educational  effcjt. 

Mat  tiiivMfi:  agTiiuHmd  itifemstiza  is  ttidily  avail- 
abli  to  producers  and  agti^utlur^^ buiiu::m(n  though 
ixtetiiion  prcgmms,  meetifip  and  t^crt  ccuritj,  and 
farpcl  da::e3  in  high  :dcoht  €Qlleget,eind  umviisUiej. 

If  public  luppcrt  for  agiiCuItural  educatiori  were  lub' 
ifantially  reditccd  cr  eliminated,  wb  cotilJ  expect  pii^ 
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vatcly  plated  agricultural  KbooU  to  dexeJop.  Tltcy 
might  be  quiW  diiTcrrnt  itvm  wJjat  we  liMXt  now.  U  pub- 
lic retrarch  findingi  wrre  av'aiUblc,  tlity  would  diaw  upotii 
than  in  tfici*  teaching  prcwnramj.  If  no  ptiliic  research 
findlngi  WW  availabif,  the  private  icIix>ols  would  ha;*c 
to  carcy  cut  lornc  research  or  draw  upqn/JtJicr  ptK-ate 
tcmca  ai  brit  tlicy  could.  The  qu#it  for  new  knowledge 
by  priva:?  fiyni  wt)uld  continur,  and  they  wtiuld  kII  tliii 
,  knwl(tVe  tnrouth  tJieir  products  orirrvkei.  Source!  of 
unbiased  tcclmical  knowledge  mijhi  be  mere  limited  and 
t!te  direct  cost  to  the  uier  might  be  higher  tlian  under 
publicly  lupptrtcd  educational  reieaicli  programs.  Ab 
tlicuglt  piivat*  JntJustry  ccukJ  expand  it*  role  iikeduc*. 
t*cn,  tJsa  ptiblie  role  rnlj^Iit  ilill  be  needed  to  le^c  »»  • 
rcfeitc  or  guardian arc uracy  and  fairness.  Acccnibllity 
could  be  biaK  J  in  fay}r  of  ilie  more  affluent  faraieti. 

( 

Mauap,cmcnl  Inlormation^Assistance 

Managtmtni  nquim  kncidedgi.  Th  policin  that 
alfict  tht  au0t3  to  thu  kncivUdgt  arc  just  as  impoftMnt 
03  tht  Qcctis  to  tatiit  ttchn.  hgy  concjyning  fttd  or  fir* 
tHizcis.  fJocjierative  managonent  TOtiatiom  of  pro- 
daccrt  have  dnrloped  wiUi  Joint  lupport  frcm  public 
funds  and  j:rivalf  nirraber  fees.  In  addition,  pri\'atc  man* 
agcment  caniuleaiR  Hmis  and  services  haw  developed 
drawIn/5  upon  publ  *  and  private  reiearcli  in  management 
;  mctliods  an  J  techniques.  ^ 

Tiif  frtsent  ccmbination  of  publicly  and  pflvatcly 
iiippcrtcd  management  icrvicei  has  ga'en  produceri  a 
variety  cf  (Itctcts  in  oluinlnst  the  type  cf  services  they 
need  ai  prices  tlicy  can  afTcrd  Elimination  cf  public  sup* 
port  for  manaf.rment  uif.irmaticn  ijitemi  wt^wX^  rriult 
in  hrlirr  coiis  to  pfcdurerSj  put  smaller  operators  at  a 
,^disadvanta;:e  tjjar^r  finns,  and  fuitlifr  itlmubtp  tl:p 
'^iiend  to  fnver  and  larger  produclnjiit  unilSi 

A  polii  V  iiiue  ftTr  tJio  future  is:  To  what  extent  liiould 
PU!jIic  funds  be  used  for  research  and  cxtcmlon  effoits 
fpccifitally  fcr  iiRaHcr  fannenii  many  of  whom  obtain 
<;^ly  part  cf  the ir  incom^^  frtm  farming  and  theltmainder  - 
frcra*cfr^fann  emp!a>7r.rnt?  TIhs  dec  iiicn  cn  this  qiieition 
ttill  partly  drtfrmirip  v.hat  fiart  cf  aKfiruljural  produce 
ttcn  ccntlnufj  wnr^ng  tliiJ  segment  of  the  farm  popul*' 
tian. 

♦ 

Performance  Rules 

Increased  teclinologicaJ development,  valuable  as  it  is, 
exacts  its  pn'ce.  It  requires  safe,  rcsponiible  application, 
so  wr  Iiavc  cstabliihcd  rtgulaticns  and  lawi  prolccting 
the  public  inirfat.  Public  education  has  helped  people 
to  be  informed  and  to  abide  by  tlie  lawi. 

WiUiOut  public  education  en  peifcrmancc  fules,  pri- 
vate icurces  would  Jiandle  tlie  job  wlierevtr  iliey  couki  do 
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it  profitably.  But  tlie  comcquencei  Ci(  such  a  policy  would 
be  more  slanted  toward  Jarger  producers  and  maiketing 
finns'  tltat  could  afford  to  hire  information  and  kgal 
*crviccs»  Thf  kty  qurMon  h  what  *fftct  wcuJd  follow 
upon  control  of  production  and  tht  ctnctntration  or  dU' 
perttCH  in  numbtr  of  p^dudng  units.  • 

Market  Injormation 

Knowledge  of  current  and  proipcctiye  supplies,  buying 
^and  selling  prices,  and  other  market  conditions  ii  neces* 
lary  if  buy^n  and  sellcm  arc  to  make  informed  detiikw, 
//  any  policy  ptmitted  om  side  to^htvi  mon  knowUdgi 
about  ditngnd'Supply  ccniitions,  th*  ^dmntMgg  viQuld 
probably  go  to  tht  (argtr,  tnort  itrongty  financ/d  firms 
that  can  fMthtr  their  knovcltdgt  withcut  public  support. 

A  publicly  supported  market  new*  and  information 
^  service  liughmi  provided  owr  many  years.  Public  iport' 
•orship^rop  and  livestock  estimat«,  for  example,  jm)' 
vides  both  bujf  ri  and  sellers  with  forecasts  of  siVplifti  as 
a  ru'ikJc  in  selling  prices,  livestock  ftumben  pSpvide  a 
gauge  of  prospective  demand  for  feed  ciops  andxnanu- 
factored  feed  pioducts-  WitlK)ut  public  repoiling  ofV^ 
plies  and  prices,  private  market  reporting  services  would 
dcsrxlop  limilar  to  *ome  already  in  existence.  Under  such 
a  S)item,  some  question  ineviubly  is  raised  ai  to  accuracy  ' 
or  integrity  of  sutV  Pji^aie  services. 

And  again,  ^s^jmatit  that  would  be  more  accesiible 
to  larger  operattJjCvould  g'.ve  ilicm  advantages  in  buying 
and  selling  over  smaller  fanmeri  and  c\tntually  lead  to 
greater  concentration  and  control  among  tlic  larger  farm 
units, 

Financing;  AvailabilityrRatcs,  and  Terms 

Risk  f  apiul  and  a  continuing  line  of  credit  are  essenUal 
to  m.odcm  famfi  production.  Consequently,  any  policy  tliat 
makes  credit  more  available,  or  on  l>ctter  termi  to  certain 
indiviiluals  or  groups  cf  producers  wouldalTect  tlus  future 
itnicture  of  agriculture --c\rn  perhaps  leading  to  even- 
tual control  by  those  with  tlat  advantagCi 

Financinjj  cf  farm  productJcfti  liai  become  more  cora^ 
plcx  in  recent  ^fari-  Traditiortal  credit-  money  bor- 
rowed iliough  country  banks,  production  credit  ass6cta' 
tionsj  federal  land  bankij  life  insurance  companies,  and 
individuals is  still  important.  Ho^-ever,  modem  fi- 
nandng  of  farm  pioduction  now  also  extends  to  the  foU 
lowing  sources  and  metlwds. 

Merchants  and  Dealers  ,  ;  '  * 

Independent  businessmen  or  affiliates  of  larger  m<nu« 
factuiem  or  tui^jliers  may  lupply  tlje  credit  for  short', 
intermediate,  or  long-term  peiiods.^tabliihed  policy 
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pciinjts,  wah  fliimmura  government  r<igulaticn,  dlrrct 
bans  by  the  firm  or  rtfj^iancing  tlircugh  jJile  cf  crtdie 
"  paper  to  cOicr  fmawclal  initituticni  or  to  a  credit  if  fiilaic 
of  the  parent  company* 

Rental  and  Leasing  Services 

Thcic»  have  emerged  as  another  mean*  of  financing  of 
I'nputi.  Machinery  and  equipment  ampanici  can  Itaie  gt 
contract  equipment  instead  of  •cllinfj  it  to  the  user. 

Control  Over  Farmt^iiid 

Since  control  of  land  lias  much  to  do  with  tlie  control 
^  of  crop  production  and  of  icme  hvTSlock  production, 
public  policiei  dealing  with  avaiUbilitytt  of  fann  real 
«t.ite  finanrin:^^  for  bodj  operator!  aSad  ftonopcratui  can  ^ 
influrncc  tJie  future  dlipcnion  or  concentration  in  farm, 
in^j.  Availability  of  credit  relative  to  proipffti  for  return 
on  farm  real  cjtatc  invcifment  ca;i  influence  vvliat  t>po 
of  ncnoperating  ot^-ncn  purdiasc  hmd  and  tlw  control 
tlicy  exert 

Ific  vast  domain  acquired  during  the  1 0th  and  I9th 
centuries  was  lold  or  given  away  under  policies  aimed  to 
disperse  private  !and  o^waliip  and  development  among 
a  largo  segment  of  tlio  populauon.  Tlic  federal  land 
hahb,  ilie  tm^rncncy  lending  programs  of  tiit  I930*s,'and 
tlje  Farmer*!  Home  Admiuistraticn  were  later  established 
to  fuftlicr  ihis  policy.  . 

Althougli  tlie  number  of  farmers  and  faiifli  de- 
clined in  raeni  yrxn,  ilie  lOCO  Cermis  of  Agriculiuro 
therm  tljat  C3  percent  of  farmen  owned  all  cf  tlieir  land, 
25  percent  mvncd  part  of  their  land,  an<l  13  percent 
rented all'Jieir land 

UnUss  individual  landaivmrs  dnk.  thosi  seikinQ  owmt' 
ship  can  corMnui  to  obtain  financing  at  compititivi  ratis, 
tht  txpicat  pattern  t  f  dispersed  farm  production  is  tiktly 
to  £tadaaUy  shift  to  cocccntrdted  targtr'Scalt  operations. 
•  Any  policies  lljat  limit  availability 'of  credit  for  |L)d 
purcliascs  by  individual  farm  operators  would  undofti. 
edly  le.id  to  nrcater  concentration  of  land  holdingi  by 
OHTicn  who  can  finanre  Ujcir  purcliaKs  as  laigc  sale 
industry  does.       -  ' 

•» 

Options  and  Choices  in  Source* 
of  Financing  ^ 

In  recent  >rart,  public  policy  lias  fostered  a  privately 
GH'ned,  govemment^rrgulatcd  banking  i^stcm  and  in  ad* 
dition  has  supported  cocprralivc  and  govcinmcnt^fundcd 
credit  through  \\\?  orcncics  cf  tlio  Farm  Credit  Admin* 
istration  and  the  Farmer's  Home  Administration. 

Our  present  private  credit  sjttan  and  tlio  cooperative; 
farmer^-ncd  production  credit  asiodations  and  land 
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baijb  iPiave  been  accepted  and  used  by  fami  producer!. 
The  federal  injf.ipediate  credit  banis  wlucli  provide 
capifil  funds  for' {^roductioii*  credit  aswciatlon*  and  the 
.  banks  for  cooperatives  tap  tJie  public  money  markets  for 
funds  at  competitive  rata*  TIic  Farmct*i  Home  Adnun« 
istration  carries  out  len'ling  activitlci  as  authorized  by 
Cofigfcss  and  includes  K^me  produ<,tion  credit,  emergency 
assistance,  and  gmermncni  guaranteed  production  loans, 
l  ^jf!  Federal  Reservl^SjitcOT  and  tlic  Comptroller  of  the 
Currency  set  rules  and  regulations  for  operations  of  com* 
mrrcial  banks.  ^ 

Financing  Through  Contracts 

Inttgraiid  production  cf  some  farm  commo4ititi  it§s 
revolutionized  ^e  emirc  process  of  input  *nd  ctedit  use* 
'  For  example,  in  the  brcilcr  industry  major  feed  com» 
panies  supply  feed,  chicks,  medicine,  and  a  guaranteed 
market  for  ilie.finidiedr  birds  instead  of  the  traditional 
loans  by  insiiiuticnal  lenders.  Hie  farm  operator  sells  his 
services  instead  of  buying  feed.  TliC  contractor  may  alio 
rent  or  lease  equipment  or  provide  guaranteed  loans* 
Contracting  and  integration  ha^'e  thus  become  vital  parts 
of  suppJiiiJg  inputs  and  malnuining  markets  for  sonic 
np^ricultural  comtnoditici. 

Hie  cftccts  of  ^legration  upon^umber  and  location 
of  producing  units  will  depend  upon  llic  specific  needs  of 
tlie  contractor.  But  m  many  cases  the  contractor  msy 
actualty  control  mori, prcduiticn  decisions  tfiMn  the  nw« 
who  raises  the  ccntidctcd  crop,  livjitock,  or  poultry. 

If  integrating  and  contractins  spread  to  other  <row 
moditijSt  the  access  to  production  inputs  for  some  farm 
production  may  be  HmiteH  largely  to  those  vcho  partici- 
pate in  the  integrated  system,  The  issue  will  not  be  to 
much  of  obtaining  available  credit  at  competitive,  rai^s/ 
but  of  obtaining  a  contract  tliat  provides  acceptable  re* 
turns  to  producers  wlio  are  selling  tlwir  labor  services 
along  with  die  services  of  tlidr  hmd,  buildings,  and 
equipment. 

Financing  Through  Partnerships 
and  Corporations 

Traditionally,  to  obtain  credit,  farm  operators  have 
agreed  to  pay  a  Toted  rate  of  interest  on  ilie  amount  bor* 
rowed  for  a  specified  period  of  time.  Ikamples  of  Urge* 
scale  fmancing  tlirough  sluires  of  equity  such  at  partner- 
tlui»,  ioint  Ventura,  and  ccrjKjrato  stock  suggest  that 
agricultural  credit  and  financing  practice*  will  continue 
to.  undergo  cliange. 

To  gain  tlic  advantages  of  joint  ventures,  partnersliips, 
and  corporations  to  organize  farm  production  and  ob^ 
*.taifl  die  needed  equity  and  operating  capital  requires  so 
much  finandal  and  legal  skill  tlwt  a  medium*  to  large*  «^ 
scale  operation  is  required. 
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Some  pirtncrtlisps  anj  corporaticms  may  include  only 
pa«  of  a  f.inn  ptoilui.tiMi  fcuilneis  tmh  as  grain  driintf^ 
itofay^,  crccrtain  majrr  machmery  icfticcs 

When  certain  option!  in  finandngpand  pttcurmint  of 
inputs  art  teUctidt  tho  farm  producer  may  hie  tomt 
(ontrct  ovtr .production  and  tnarkitinpj  dtciiions.  Fmanc* 
vrdnRrmcnti  acccssillo  under  various  c irrmnstanccs 
/an  diift  f (intrcl  to  thr  eoiircc  of  the  financing.  Tlic  »ource 
mav  be  a  Hnar.f  ial  imtiluliorj,  ,in  input  Kupplirr,  a  con* 
traf  ton  or  firms  or  individualj  that  provide  finar^tial  rr- 
trsufcrj  thfounh  IfianSj  bomb,  itocks,  op  otlicr  ihar6  in 
thr  equity. 

Vsc  ol  tkc  Futures  Marktt  \^  ijL 

Tl:o  fulurfs  maikrt  can  I:rlp  famiPrt  prt  Cn.'Hnig.  - 
IlriJrtmT  crops  or  livrstock  may  Rivc  -iomt'  pjjxlurrrfl 
acrrss  to  more  fmancin^j  tlian  t!jcy  r ouItJ  otlirsvviMltylnain. 
Banks  or  oilier  Irntlinjf  irui^itutioni  pay  rKtrnt!  credit 
whrrc  the  oprr^ton  kntyvv  lic-.v  (o  uso  futures  rrntracts 
Rifcri^fuIIy  Atthcup.h  produrtrs  pf  all  ijzts  could  in 
prtnf  ip!r  usr  futurts  markets  as  a  mroni  of  K3iPinK  afff a 
to  fitSnfinR,  thp  mr  dirnn-  and  Xxt^x^xvjt  ciKiaton  will 
probably  tic  abb  to  take  prcatrst  advantagr*  of  tJif  ni  , 

The  Commodity  Credit  Corporation 

Tl;f  CCC  \m  also  I>f rcmc  a  major  wurcr  of  t  rrdit  for 
fannrn  throuf^h  f  omrnoditir«  loans,  EIJRible  participants 
in  tl;e  commodity  etippcrt  prc^rraittf  can  rtccivf  Inaiss 
Imvrr  latrs  iJian  tliosr  {harried  bv  IrnUin^a^^nfifs.  For 
icmr  cnmmoditirj,  if  maikrt  prices  ire  kw  than  tlir  loan 
rate  at  tlic  uiatufity  date,  the  government  will  take  o\cr 
the  crop  and  tlie  "loan"  bcciinin  uitcmi  free. 

P.eondmie 'Effects  ft 

As  itatrd  abovp,  fmanring  policial  ^ill  affect  the  eco- 
ncmJc  orpanL'ation  of  ap/iculturr,  If  individual  opera* 
ton?  cannot  cbtain  lafiicirnt  credit,  w  mc  will  take  odirr 
empiO>TOcnri'  while  6thctt  will  cjtlicr  iiJjn  contracts  or 
form  partnrrthips  or  farming  corporations  to  firjince  their 
produciicm 

In  timn  of  ttSinf^  intrrrit  rates,  stale  usury  lawi  tliat 
reilrict  Inlffri!  ratr%paid  by  individuail  coidd  encourage 
formation  of  farming  corporations  tliat  are  not  affected 
bv  tlifse  laws.  The  basis  on  which  itaio  uiury  hvit  are 
applird  to  fofin  cperatori.  vvhcilier  thry  are  coniidercd 
as  mJiv:dita!s  cr  busineis  firms,  will  iifTcci  tlscir  available 
eyj^pW  of  credit. 

Major  thifis  in  [inancinQ  prccedtkis  an  Ukety  to  in* 
cauraQ9  rriort  concentration  in  toirn  lyp€S  of  agticutturat 
prcduaion.  Variable  mortpige  credit  introduced  by  Fed. 
era!  Land  Danks  provides  for  chanRing  the  rate  of  mort» 


Chapter  4?  Guijhff.  KraUie.^iii J  Bottum  - 

V^gc  intercit  durinij  a  Innfit4crm  loan<  Tlie  flexibility 
RivTS  the  lender  lomc  protection  again ji  inflation  but 
could  add  coits  for  the  borrower.  If  public  policies  do 
not  sufficiently  limit  inflation  lo  that  kjng-trrm  loans  are 
feasible,  tlnm  a  shift  in  the  methods  of  financing  risk 
capital'  wijf*  take  place.  These  mctliods  way  inclu(jf)  a 
thare  of  pross  returns  to  the  lender,  integrated  co«?rjlj:t8, 
joint  vtn lures  and  partncnliips  with  ler>dcn,  orV*"-'^ 
i>  lOfTc^^n5J  of  stock  io  finance  large  capital  inmtments. 
Such  shifts  wouhh  stimulate  the  trend  to  larf^cr^scale* 
operations  and  the  cone cntratiujTof  agricultural  prqdijc-  . 
tion  into  fc^tr  and  larger  units. 

'  Soiial  Effects 

Credit  poUUes  that  ^ncoura^c  targoscalt  inttrprtitK 
and  givt  tktm  eccncmis  adcanta^ti  cvtr  smalUr,  men 
diipiried  fartnins  operations  tii'J  ford  out  thi  mttUr 
operations,  redact  tht  mn\lct  f/  iupp  rt  input  sup.pl-^ 
ftrtnst  and  product  a  different  t}ps  of  social  stru^re  in 
rural  commur.iths,  A  lai7T  number  of  independent  cper* 
ators  w^uId  firaduaUy  be  replaced  by  emplojed  rural  trsl^ 
den  ts  who  work  for  large  scale  farm  entf  rpriies. 

Group  Action  iafprocurcmcnt 

'The  central  ^oal  of^a!l  group  action  in  procuffment  of  ' 
fafm  inputs  has  been  ta  cbtain  thc'ittms  needed  and;  if 
po«ib!e,  reduce  the  cost  frpra  wliat  it  would  be  tlinJUj^h  ' 
intlividual  action,  Public  policy  decision!  a!sO  inljuencc  or 
*  affect  group  procurement, 

As  group  procurement  activity  increases,  tlie  picllcy 
issue  may  bo  whedier  open  markets  for  input  luppliei  will 
continue.  Or,  for  seme  ittmi  will  they  bo  available  oiily 
to  participants  intlhc  group?  ^ 

Tkt  ctntrat  policy  in  nctnt  yean  has  htcn  to  permit 
rroup  tiction  in  prccurement  becau^t  inch  action  reducts 
Us  to\hroductri.  Presumably »  tt  thereby  loiters  cats 
to  ISf^i^^and  cor^iumtrs  of  agricuHural  products. 

Tlie  Capper- Volstead  Act,  passed  iri  1922,  Kt  national 
policy  in  tiiii  direction.  This  Act  exempts  producer  coop, 
erativci  from  antitrust  laws.  As  a  result,  a  cooperative 
asKKiation  that  is  properly  organized  and  functions  in  a" 
ttormal  manner  .is  not  acting  in  violation  of  antitrust 
sututei.  Hcwvcf,  this  doei  not  permit  cooperatives  to 
cngsge  in  prohibited  practices  lufh  as  boycotting  or  odier 
activities  tliat  unduly  restrain  trade  (I,  p.53). 

State  Uw»  autJioiiic  Ofgani/aiion  of  cocperativci  aiid 
give  tlHan  radicr  i3to*d  powers  for  organiution,  €pera» 
ticn,  and  financing.  Federal  lawi  cxf^pt  tl'.ern  from  pay* 
ment  of  income  tax  on  tlwie  fundi  {aid  as  patronage 
refunds  and  from  registering  theit  lecurlttes  with  tlie 
Securities  and  Exchange  Cortimikion  (4,  p.  004). 
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CocpffatATJ  !iAvt5  it'mulatf  d  ccmpeiiJicn  in  luppJ^lng 
inpuu.  GcneraL':/  fanntir,  wlictkr  Uiey  buy  bcm  cocp^ 

;  ffAtivci  cr  TpuvAttly  o^v»fxl  frms,  Umfit  fn5m  lonrr 
pficfionn:prcn.td  quality  «nclKnicr.  ' 

,  If  cocpfraJATCi  ttrvn  boib  Iar?,p  and  small  fanrj,  tUry 
prcv.'df?  ad;aiiU.ircj  to  hcth.  So  evtn  tljoiiph  t?;r  niimbt r 
cf  fam:!  fias  dfdincd,  cocperawts  ha;«»ht!pfd  maintain 
acnie  djpenicn  In  tI-,«  itze  of  famu.  Ai  long  as  t»:fy  Kn?! 
tlnfjo  proprif.ori,  par tncnhips;  and  corpcraticni,  l!ir/ 
u;;!  la\T  IMc  eflircl  cn  ilip  bttiincM  cr^^anjJ'a^ion  cf  fafra 
production. 

If  cocpcfativrs  ran  rffmivcly  vr,T  as  imuhjiitift  and 
niaiketin^  a^aiU  for  tn:an  faimttii  tls*^  c.^n  Iirrp  fa 
nuLiiain  iir^ancf,  d;i;2cr5rd  fanrJrj  urSvs  IIor.aTr.  a 
problem  amcng  many  cocpf  lativri  \m  btrn  a  lack  of  da- 
(llMnovAihin  thrtiirir;!xfsJijp,  Ftinlicr,  to  ottfina> 
it>0{)ffati;rj  itdiile  inptjt  coitJi  they  can  lovftr  productiiin 
com,  f  ncc^irag'?  adoption  cf  nciv  icclnclogy,  and  inc rcasr  , 
n*nm  to  Tabor  and  rnanaiptmcni.  To  tha  ixtint  that  they 
can  mainiain  currffit  farm  operathns  ly  teduiin^  Cf:tJ, 
ccopmtives  may  ttcw  tki  tnnd  to  rtductd  (arm 
numhirr  * 

^  EmployinjTFafm  Labor 

Publtr  pclififi  draliJi*?  \uih  hiird  Uim  IjAkt  are  con^  < 
cffncd  witii  (1)  propcf  CGcnpcmaiion  of  farm  wcxicen, 
ibnr  financal  icfmity*.  an  J       iIkit  lifaltli  and 
ttftty. 

Polkita  are  well  btabJiilied  in  oiiplc>xnf ni  cf  indui* 
tfial  uoikfrt'to  protect  tlirm  Swm  expfcitaliGn  by  itirir 
finploycrs,  Mar:y-c;f  tliCK?  pclkkt  arc  gradually  beln^ 
rxffKdcd  to  farm  workcu.  TImj  national  policy  direction 
iKfnu  tlfjf;  ar/icuUurt  bsccma  mora  Ukt  nonjarm 
tndmiry^  thi  psUcUt  and  f^f-ulalbns  that  deal  tnth  in- 
daitria!  tcorktri  (till  hi  dppUed  to  farm  wdtkirt.  Asa 
sutt,  mphytrs  in  agtkulturet  aH!       up  part  rf  thi- 

*pContrct  of  thtir  dtckkns  dtalins  tcnh  tmptoytts  tOjpullk 
agencus  and  in  {ome  casts  to  tabor  unions.  Ilcttt^tJ,  on 
famii  whrr»  cn!y  !«o  cr  tlirtf  fulhtiinr  Jabcren  are  an^ 
phyt'X  utmm  vnU  have  ccmparativriy  liulc  direct,  in* 
flurnrf  compared  With  tlti^'opcraticns  iviih  larger  nuin» 

/  ben  cf  etr.plGj-eei. 

Unii!  rercnt  ^-cari,  lemhhon  affecting  cmpIo>Td  work- 
ert  fucluded  farm  labor  Iloimr^  hired  farm •wcjrkrin 
ore  nmv  covered  by  jorar  trnis!ai»on  ami  fuitlic^^tliangei 
can  b«  expected. 

Minimum  Wap^rs 

In  l%G,  farm  labor  was  tn&Iuded  under  t!ip  Fair  l^bw 
SiandaW*  Act.  A  mmimMm  waje  was  esfablishsd  brj^i/ 
mn;t  at;>l  in  106?  and  mcrtasfd  by  fiirps  to  $l,3Q"by 
It  applied  to  all  tinp!o>tn  uho  liirrd  morr  tl^n 
500  man  SSkyt  cf  fami  labcr  in  any  alendar  quaifrr  cf 


tlie-  preceding  caIen^^a^  ytix.  Ml  hrv.ct.  enipIcjTzii,  thac 
wfio  hire  aja  eitlmited  total  of  500.008  wmkcn,  are  af. 
fcftfd,  A  bAadcr  cmeraKe  to  include  more  farm  workeif 
Im  been  propo^edj  6,  pp. 

rnder  tiic  Sugar  Ac!  cf  produceri  aeeldng  lup- 
pert  p^vTCtnti  art  required  to  pay  fair  aiKl  reatonablc 
rates  cstabUihed  by  ilse  US.  Dfpailmer.t  of  Agiicult^jn?. 

TiiC  flTect  cf  raiiioii  minimum  wages  varies  in  different 
farm  oprraiiGm.  Wiierc  nnp!o\Tci  arc  liifJdy  skilled* 
thf  ;r  wares  wculd  already  be  above  the  minimum  .  "Wi*ere 
Iari?e  numben  of  unikilkd  woikeri  are  cmploytd,  tlie 
tiicrcostd  cost  wculd'cncouraire  metlianization  to  reduce  , 
number  of  wcrktn  needed  JJut  metlymizaiJon  forced  \ 
by  bigbrr-priccd  labcr  may  reikicc  iht  corripeu'iut;  posi. 
uon  cf  Urge,  scale  cpcrations  l<:^^^c^x^t  bhcr  g\v$t  bint' 
fits  to  bf^t  opiraUcns.  Whin  com  m  fctai  up  cn  ^ 
hrCi  :ca!o  cpiraticnjjho:t  farms  th*t  usi  maintyfMm'dy 
tabor  hiccmt  men  TcmpeilKpm  Thm,  when  minimum 
wjgrs  are  raised,  farms  uJing  family  Ulx:f  may  be  in 
ft  mere  favorable  position.  ^ 

Safety 

n;s  Fair  Labor  Sundards  Act  in  addition  to  niini» 
mum  w^gtj  also  »ets  a  minimum  cf  IC  ycm  cf  ap.'* 
fcr  empJc>Tneiit  in  agticuliure  during  kIiooI  Iiouri*Oui' 
lidr  cf  Khool  bcun  and  vacation  periods  tins  Act  •''ts  no 
rcitriciiGm  (or  duldrtn  pcjfcmiing  nonbamcioui  work 
cn  fanra  U  does  set  limit Vjons  cm  cerUin  IiazardoufOC' 
cupations  for  pcnoni  under  IC  t'ndcr  il»e  Sugar  Act, 
pecjotfljTJiidcr  14  cannCii  work  and  diosc  W  and  15  can 
'  work  onjy  cJgbt  fiour»  a  day.  ^ 

Tl«?  Occupational  Safety  andjiejib  Art  of  1070  aims 
(0  assure  all  wcrktn  safe  aiid  fea!tbful  working  rfontli^^ 
tio«8.  All  bmlnfu  and  Industry  inifuding  agriculture  is 
^o-.-eitd  except  iboie  cmrred  by  cdic?  job  safety  !a^. 
Emplcyen  mast  meet  certain  star)dardi  to  keep  their  * 
place  of  empb^ncni  free  -from  recogniied  hamds  and 
r^rt  occupaticna!  accidents  and  iUnenei  of  their  em* 
plfTiTei.  Employcfi  arc  required  lofomply  with  aijy  ruH 
rr^tionj,  and  itvidardi  i\lU  apply  la  iljeir  own  con» 
duct.  An  estknated  1300,000  farrni  and  all  employees 
cntilicse  farms  are  rjbjca  to  the  provisions  cf  tht  Act. 

Safitvbiu  and  re^utatioru  incnasiToits  fcr  mptoyirs 
tnth  larf,i  humbiri  cf  imptjyui  men  than  fat  fmifv 
farms  mjh  fitv  cr  no  tmpbyas.  Regulaticni  dealing  with 
employers  ujider  10  >tan  of  age  usually  exempt  fam^y 
fanns.  A  iliXli^  t!:at  wtmlJ  fcstiift  wetit  by  childftn  on 
their  fannly'i  farm  wcuU  raiic  Iibcr  costs  fc^r  ihoic  fam^ 
iliei  {liai  tiad  to  replace  Uie  cbi!ditn  witlj  IJicd  labcr. 

OtfiCT  Farm  Labor  Policies 

Tlirie  inrlude  wcrkmcn'i  ccm'pfnsalion,  unemploy- 
ment ccmfK-rsation,  health  imurancp,  legal  assiitanre. 
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-  and-meaiurcs 'dealing  with  iicalth  and  Welfatre  of  mig)fa-' 
tory  workers.  The  key  issue  is  how  tkesc  policies  tffect'the 

\cost  of  employed  labor  and  the  compeUtive  ^position  of 

^individiutl  fann  operations.  If  optn^hns  hiring  only  a 
few  Mforken^re  e3tempt;  the  added  costs  >vould  affect 
^    Iauge*scftle  operations  more^thanl  the  sinaller  ones.  Those 

"\yho  hire  migratory  "workers  encounter  certain  costs  not 
face4  by  those  who  hire  only  permanent  or  local  resident 

>  seasonal  workers. 

.  .  ..i^  '  .  ' 

Labor-Management  Relations  ^  ■ 

The  Natjpnal  Labor  Relationi  Act  of  1935  and  Labor 
;  Management  Relations  Act  of  1947  CTaft.B^rtley|Act) 
.    ipcdfically  excluded  'agriculture.  But,  boycott  campaigns  . 
against  5om8  food*"  and  increasing  .efforts  to  orgaiuze 
farmworkers'  unions  have  focused  attention  on  these 
exclii^ons.         o  ^. 

The  general  libo'r  poUcy  choices  ip  ^agriculture  arc  (1)  ♦ 
to  exteod  the  policies* as  used  in  indurtry;  (2)  to  modify  ^ 

-  and  adapt  labor  policies  used  in  nonfa:^  industry  so  they 
are  woricaljle  and  acceptable  in  jigrictUture;  ahd>  (3)  to 
•niaintain  the  sjtatus  quo  and  resist  all  new  proposals  that 
would  give  more  b<inefits  to  workers  and  raise  cost  to 
employers. 

Althoijgh  many  issues  remain  unsettled,  ^it  appears  that 
national  policy  is  moving  toward  !4he  jniddle  choice  (2) 

-  abpve.  As  already  notedj^  since  subsfituli^s^  capital  for 
•  r   labor  usually  requires  sizable  invtistment,  la^-acale  oper- 
ations could,  loje  some  competitive  advantage  oyer  smaller 

4dnes  Vt^erc  jjp.  largerproportipn  of  the  labor  is  sifeplied  by 
. .  operators  and  tbeir  families.  Unionization  wouldHncreasc 
f*  Ubqr  costs'so  the  fanri  operation  that  envploys  a  higher 
' -'-proportibn'of  unionized  labor  would  have  higher  costs 
•per  worW  than  those  opcrajjpns  with  nonunion  or  family 
labdr.  Hcjwevec,  unionization  'would  tend  to  rai^  the 
V  average  level  of  all  f^worke?i'  wages.  A  key  ques- 
iiort  concerns  the  size  of  opera^ons  mo^t  affected  by 
^.  unionization  and  how  family  workers  would  be  affected.  . 
"At  present  family  workers  do  not  appea^  ara  major  issue 
in  the  drive  to  unio^jizc  farai  labor.  "    ^  .  * 

How  unionization  would  effect  the  productivi^  ^^f 
facmwbrkers^is  not  certain.  Pnmmiaibly  it  >wjuld  rise  since 
efforts  to  raise  minimum  wa^  or  broaden*  coverage  tb  * 
n?ore  farms  )yould<  raiie  labor  cost^  and  discourage  em- 
ployment of  the  least-productive,  lowest-paid  ,workenL 
Sudi  workers  irould  be  forced  to  ^lignite  'or  remain  ^ 
i^empfoyed.  -  . 

Availability  of  Compictitive  Sources 
of  Inputs  '  • 

.  Policies  that  restrict  availability  of  purd^d  inputs 
or  rjuse  costs  to  some  producers  naorc  than  to  othqirs  arc^ 


'         *     *Chan|cr4:  Gulthei^jKrause,  and  B9ttum«-<-S5 
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boimd  to  affect  whb  ^viU  be  able  to  enter  gpd  stay  in 
busintesi.  Past  policy  oii  the  prbcurfiment  of  inputs  has, '  * 
encouraged  competitive  open  mvkets  and  efficient  distn-     *  ^ 
butipri,t}ia5  authorized  farmer\to  fonn  codperathfts,  and' 
'  has  bipdced  some  tneigers  thafwould  reduce  competition 
or  g^vei  onefirm  a  monopoly  pbsition.  . 

The  Robinson-Patman  Act  of  1936  was  intended  to 
•prevent  discrimination  by  a  seller  toward  competing  buy- 
ers. Yet  it^oes  not  exclude  quantity  discounts  ai  long  its 
all  buyers  have  equal  opportimjty  for  these  discoimts.  Dif- 
ferences ifl  prices  must  be  based  upon  provable  differences 

*  in  manufacture  or  delivery,  resulting  from  differing 
methods  or. quantities  in  which  such  commodities  are 
sofd  or  delivered. 

fChvii  the  law  still  permits  firms  that  buy  ?n  largje  vol- 
ume t(i  gain  *a  cosis^advantiage  through  discountt  and 
purchasing  agent  techniques  that  smaller  firms  ofter^  can- 
not ob((iih  (3i  p.  753).  To  give  some  assistance,  to  smaller 
operators,  public  policy  has  encouraged  siipply  coopera- 
^   tivcs  a^d  teljyd  make  their  operations  more  efficient. 
Such  a  policy  gives  them  an  opportunity  to  compete?  with  v 
other  supply  firms  and  to  provide  goods  to  smaller  farm 
operat^ns  at  costs  lower  than  otherwise  woulld#>e  jjos^- 
sible.  Xs  a  result,  some  smalle;-  fanh  openitions  m4y  be  • 
able  to  keep  a  sound*  financial  structure.  The  result  is  to  » 
encourage  dispersion  of  farm  production  units. 

There  are  specific  policy  issues  regarding  availability 
of  each  purchased  input.  For  example: 
'  Credit.  Policies  that  affect  farmers  include  state  branch 
banking  I^w*,  bank  holdirig  company  regulations,  oiles  on 
corfespor^ent  relations^endjng  regulations  for  federally 
charte^dji&s,  and  ^te  of  bank  paper  on  financix^J^ex-  ^ 
changes.  I^^ai^  Credit  Jj^inistration  is  subject  to 
regulatory  M/.*^^^    ]  ^1^' 

.  Se«d.  Pubii5&-  an^^W^^igendes  are  continually  de- 
i^eloping  ne\4^^5arieti<^^^"^jJcd.  ]gistrihuj?on  policies,  for 
new  seed  jarifc^  deliOTiine  tlje  oontioX  of  production 
-    from  th4t seed..  *  . 

fnsurance.  Publ|c  policies  for  ci?lrp  ^hsurance  affect  its 
avsttlat^ft^^^^pr^^  against  major  ris|s  and  thus  the 
survivalr.^ln5SH3li^       sizes  of  productiin),  units. 

Pesticides  ^^irj^izers.  Any  policietf^thatjyvould  con- 
ffdl  use  because  '6|p)Ossible  effects  upon  quiljfy  of  en- 
^lonment  couWni^f^  a  critical  impact  upon  productfon 
costs,  organization,  arlH^typc  of  futlire  production. 
*  Farm  machir&ry.  4Kiough  machinery  has  grc**Jy  J 

*  creased  labor  produfawty  and  is  larger  and  more  com- 
plot,  the  decline  iri**Jfiuinber  of  farmer  cUstpmers  has 
brougl^t  a  decline  in  the  number  of  farm  machinery 
dealerships.  Fwer  iirini^now  serve  a  much  wider  geo- 
graphical area.  Present  pohcy  gives  farm  implement  com- 
panies and  other  input  suppliers  freedom  to  make  business  ^ 
dedsiofts  about  their  Ideation  Including  distribution 
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«  .pmnts.  *  result  the  comolidatipk)  of  jfipux  fimu  and 
the  conceatratioh  of  fami  prodbction  ithlU'istiLldng  place 
atthe  same  dme,  - 


'  input  $iUppUcrs,iji  i^^rrving  *  * 

At  the  same  tiiiie  thatanallci^  dispersed  farm  operators 
should  be  ^concerned  about  malii'iammg  a  competitive' 
lourcc  of  Inputs,  input  suppliers  are  mappii^"\^trategy  to. 
engage  directly  in  farm  production*  Feed  compame$  have 
l)ecome  widely  involved  in  contract  broiler,  turlce^^  and 
tgg  production. .  Numerous  suppljprs  have  considered^ 
custom  faimfiij  and  supplying  all  their  produc^dirH^Jy^,' 
fjQpm  their  manufactfcring  plants.  . 

These  developments,  which  link  pmduction'  jp^-Ohh^or 
more  key  inputs  directly  witlf  the  farm  d^rad^oh,  may 
produce  an  abundant  supply  of  a  equality  ^product  for 
'  consumers.  But  sueh  changes  always  trigger  other  ^ectit 
upon  the  independent  nie*chants,  dealers,  ahd  'farmers  , 
who  previously  operated  under  a  more  open  competitive  ' 
system  of  markets  for  input'^  supplies  and  the  fanpxpro- 
duced  agricultural  commodities.  ^ 

The  successful  outcome  of  these  pilot  efforts,  permitted 
under  our  free  enterjAise  system,  could  undoubtedly^  en- 
courage m6re  concentration  of  production  in  these  inte- 
grated effbr^  and  reduce  the  number  of  independent 
dispelrsed  farms  as  we  l;iave  known  them  in  the  past 

Policies  that  maintain  an  open  market  (or  production 
suppltts  at  eompttitive  prices  in  widely  dispersed  lo<;atiorts 
xjoill  help  maintain  iuidely  dispersed  numbers  of  pfoducfng 
unlis.  But  any  policies  it^t  peimit  a  reduction  in  the. 


/ 


competitive  market  ^r  inputs  »vill  also  encourage  larger- 
scale,  concentrated  production  of  agricultuM'*commodi* 
ties.  •  *  . 

A  The  uitegration  of  input  suppliers  with  direct  farm 
production  is  only  one  part  of  the  (;:hangmg  itructure  of 

'  production  and  marketing  ^  agricultural  coom^ities. 

^  Others  are'discuned  in  Qiapters  5  arid  TAv  moWmeht 
o[  ptitside  capital  and  managemeni^into  agriadtural  pro- 
ductipn  tdises  many  policy^sues  regarding  tbfJradUional 
freedom  and  independence  of  inditfidUal  farm  operators.. 
Tht  control  of  production  umd  marhttinj^  of  tht  farm 
prbducti  involved' is  often  at  stake.  The  fmal  decisions 

'  rq;ulating  these  developments  will  involve  not  .onf)f  eco-  ^ 
nomic  consid^ratioiuj  but  political  arid  social  considera- 
tions as  .well. 
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5.    POLICIES  AFFECTING  ACCES^  TO  MAR^ 


V.  James  Rhodes,  University  of  Mtssouri-Golumbia 


1 


Acc^  to  inarkcti  %  OfOadll.tO  k  di^)q»cd,  proprieUiy  fjuminf  system,  tut 
tndldooal  nccest  b.  dctertoeitiof  even  as  interactioa  between  fartaen  «n4^• 
majfketi  gets  t%Htcr.»fThgie  who  continue  fanning  face  these  clioiqpst^Vcservc  accesf^ 
to  an  open  market  system'm^.protact  xnaricet 'access  t^roufh  {roup  actioo,  Rbodei^ 
notes  probldv  io  prescrvinf  trsditkmal  aoarkcts  and  comments  on..possibilitics  an^  • . 
proUems  in  both  )bu{alnuig  ^  cooperatives  as  a  means  of  firoup^  aetMH^  H  farm- 
en  choose  proup  action,  new  legtiUtioo  and  smioes  wiH  he  nsed^  from  jjover^* 
'  ment  to  support  harjaininif  cffprts  and  foster  democratic  processes  for  poup  orgam* 
zation  and  action.  .4o 


TIIX  SF£CIAX.  CHAJtAChpUSTICll  QT  rAKMINO  OnCC 
shaped  aj^cultural  marketing  imtTtuHons,  Ns^ 
this  situation  is  beginning  to  be  revened  (It  ChapUr  7), 
A  new  agribuf iness  is  beginning  to  reshape  fatmiijg.  The . 
problem' of  accomiriodating  fanners  andtj^cifmi^rkcting 
imu'tutions  so  as  to  obtain  a  mutually  acceptable  access 
to  markets  is  becoming  the  primary  concern  of  agricul- 
ture. 

Markets  are  an  indispensable  part  of  any  economy. 
Even  the  highly  socialized  ecomMonics  have  to  peiform 

'all^tj\e  ^j^keting  functions  and  also  llnd  it  necessary  to 
arrange  fSr  sgme  form  of  pricing  and  ofte^^iome  form 
of  modiBcd  competition  between  alternate;  suppliers^ 
Likewise,  even  in  a  highly  conccntrated';«con9imy  in 
which  a  few  corporations  could  domipate  w?m  |otk1uc- 
tiqn  ahci  processing,  markets  would  exist  at  i^qn^  levels'. 
Co'rporatlons  4;9^aht  that  they  produce  all  (iunirjpjputs^ 
and -all  farm  products,  and  then  perform  aU  the  func- 
tions of  snarketiiig^aH  the  way  to  the  consumer  arc  in 

''prii\ciple  possible, 'but  they  icem  too  unlikely  to  be 

/  Worthy  of  scriqus  consideration  at  this  time,  tfevcn  they 
would  purchase  the  ra\^  materials  from'Vhieh  they 

■  manufactured  the  *^«tm  inptrt."  V,,^ 
•j§^»ltae  markets  will  fpntinuf  to  exist  in  agriculture. 
However,. tbe  focus  in  this  chapter  is:  liaw.dpcs  access 
to  markets  affect  the  proprietary  status  or  *c6ntw^  of 
production  by  toda/s  faml'people?  The  preferences  of 
fanners  for  sudi  status' arc  discussed  in  Chapter  2.  Are 
conditions  of  access  dianging  in  ways  tliat  promote  or 
limit  the  maintenance  of  thab  sUttih?  How  migljt  public 
policy  be  used  to  protect  farmers'  acceu  to  markets? 
How  can  the  market  status  be  enhanced  even  where 
farmers  have  lost  their  proprietary  status  and  arc  now 
virtually  employees  of  vertically  integrated  agribusinesies? 


Interaction  of  Agrif  ulturc^md  Its  Markets 

In  the  past,  agricultural  products  were  low-valued, 
often  perishable,  and  produced  bn  thousands  of  indi-^ 
vidual  firms  dispcrxd  over  millions  of  square  miles. 
Quality  and  quantity  were  fixed  as  much  by  the  wilcS  _ 
of  nature  as  by  thc/independcnt  decisions  of  millions  of 
farmers. 

A  marketing  syitem  was  shaped  to  fit  this  agriculture.^ 
A  great  network  of  product  uscmblers,  traders,  pro^ 
cesiors,  ind  wholesalers  developed  to  purchase,  as- 
scmblc,sprt>  process,  and  diitribute  farm  products.  Sortie 
of  the  agricultural  marketing  firms  became  very  large 
but  many  more  remained  small- kical  or  regional  firms. 
It  was  a  marketing  syttcm  without  ari  industrial 
counterpart.  Wherias  in  industry  msrktUrs  simpid  tht 
product,  <;6ntrotUd  its  output,  mnd  itngnU  tht  m^rkU 
channtU  in  order  totrutrktt  tht  prciuct,  in  i^ricuUurt 
production  shaptd  mMrkettng. 

However,  this  ^arp  difference  is  fjianging.  The  de. 
mands  of  the  supermarket  for  specific  quantities  and 
qualities  are -being  transmitted  to  processors  and  pro- 
ducers and  are  being  responded  to.  Mcrt  tmport*nt  gri 
the  tfforts  of  various  airibusineuts,  including  fitd  com' 
paniis,  io  tit  up  ntMrktts  sni  sourcts  of  ogricuttural 
inputs,  . 

Evolution  of  Agriculture  and  Agribusiness 

A  biioad{«f perspective  for  understanding  the  chang- 
ing niturc  of  farmers'  access  to  markets  features  tm* 
portant  changes  in  both  fanning  and  in  agribusiness. 
Some  changes  in  each  have  been  induced  by  changes  in 
the  other,  but  outside  devekipmcnts  have  been  at  work 
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Agriculture 

Farmiiiavc  evolved  from  fairly  lelf^xufSde.nt  units  to 
m{)derftipecialiaed  high  •production  firms,  su  indicated 
in  Chapter  1*  "The  amount  of  cash  rcceiptii  paid  out  to 
purchase  farm  inputs  hai  risen  from  10  percent  to  75 
or  evea  t)0  percent  in  some  commodities.  "The  muj|ti- 
productj  ^general  farm  has  evolved  into  a  spedalmd 
producer  of  one  or  two  products.  Farming  has  become 
^  science  with  a  'resulting  higher  {^tdictability  and 
controlability. 

Agribusiness  • 

.'  AgribusincM  has  had  a  somewhat  similar  evoli^tion. 
Firms  have,  grown  as  techniques  have  improivrd.  As 
production  of  a  particular  product  became  specialized 
by  farm  and  by  area,  the  nationwide  assembly  network 
for  that  product  was  shrunk  accordingly.  Sales  volumes 
per  farm  often  became  lajrge  enough  that  it  was  eco- 
nomically feasible  for  the  marketing  firm  to  tn|y  directly 
from  one  faav^  rather  than  wait  tor  the  small  volumes 
of  many  farms  to  be  consolidated  at  a  terminal  or 
auction  marxet;^ 

Other  important  developments  took  place,  'the  mart* 
agen  of  large,  modem  agribusiness  firms  began  to  adopt 
the  same  techniques  used  by  other  industrial  firms.  After 
all,  they  competed  in  the  iivnt  markets  for  capital  and 
their  management  personnel  were  usually  educated  in 
the  same  philosophies  and  techniques.  Th^se  finnt  began 
to  ask  how  they  could  design  the  products  And  the 
market  channels  at)d  control  the  output  to  and  from 
farmers.  For  various  reaAms  it  is  still  not  possible  to 
market  feed  to  farmers  or  pork  from  farmers  in  exactly 
the  same  way  that  automobiles  are  produced  and  mar- 
keted, but  the  differences  ate  steadily  diminishing. 

Acquisitiqn  Systems    ^  ^ 

Agricultural  marketing  firrm  are  giving  increasing 
attention  to  developing  differentiated,  brand<name 
products  that  will  |ielp  establish  a  reputation  for  them 
witl^  consumers.  They  are  also  seeking  ways  to  develop 
greater  control  over  the  supplies  of  farm  products  that 
they  proceai  and  market,  llathtr  than  being  pASsiie  corrt' 
futttOTS  in  a  traditional  agncuttural  marketing  chanmtt 
they  are  developing  acquisition  sy items  for  obtuining  their 
fh'cducts.  ^ 

A  classic  question  for  every  industrial  firm  Ui  Shall 
we  buy  it  or  make  it?  Thus,  some  industrial  firms  have 
^comc  vertically  integrated  as  they  have  begun  manu- 
facturing many  ^nputs  tliat  were  formerly  purchased. 
Likewise,  the  agribusiness  firm  askt:  Shall  wc  buy  eggs 
in  tlie  current  open  market,  sign  purchase  contracts  a 


month  or  a  i^zr  ahead  for  eggs,  contract  fof  their  jw>- 
ductipn  by  fatimers  who  feed  our  feed  to  our-ehickens 
on  a  piece-wage  basis,  or  produce  the  eggs  in  our  own 
polijtry  houses?  In  the  production  of  a  significant  num- 
ber of  farnfcommoditicTs,  all  four,  of  th(Me  options  arc 
open  to  a  firm  building  an  acquisition  fystem. 

Effect  of  Feed  Companies  on  Access 

^New  practices  by  farm  supply  firms  including ^eed 
companies  where  livestock  or  poultry  arc  involved  have 
idso  affected  lUie  accetii  of  farmers  to'  markets.  For  ex- 
ample, ai  fecd'companies  competed^or  the  business  of 
broiler  and  tilrkey  growen,  they  f^nd  that  they  cojild 
gain  more  market  security  by  contracting  with  groyiers 
to  use  pnly  t^ieir  feed  for  a  given  period  or  brood.  In 
return,  the  companiei  gave  credit  to  the  grower.  Then 
a  feed  awnpany  found  a  grower  who  wopld  grow  on  a 
profit -share  bails  and  juiother  who  lacked  any  risk^ 
capital  but  v^ld  grow  birds  'on  a  ptecc-wagc  basis. 
Thus  the  dotnlnos  tumbled  vTntU  4oday  virtually  all 
growing  broiler*  are  owned  by  integrators  feed  com- 
panies, processors,  or  combinations  <^  the  two.  Growers 
no  longer  havt  any  Access  to  a  market  for  broilers,' 

•  rather  thewrh  A  w***^*  for  broiler-growing  services. 
Access  io  nurrketsSin  transition.  White  there  ere  still 
viable  open  markets  for  hpgs  and  cattle,  there  are  few  for 
turkeys  and  none  for  btoilers.  While  there  is  always  a 
market  for  anybodi  i^ho  wants  to  grow  yellow  field  corn, 
the  processed  market  for  sweet  c'orh  or  ether  special  types 
belongs  to  those  with  contracts,  Irt  som<e  cases,  the  grow- 
ing fruits  and  ^vegetables  are  attuilly  owned  by  the  pro- 
cessor and  the/"farmct"  is  being  paid  rent  for  his  land 
and  custom  wages  for  the  pjirticular  senses  that  he 
performs— junder  supervision  in  growing  the  crops. 
He  sells  sery4ees  rather  tham  sweet  com  or  tomatoes.  These 

*  farmers  ara  enmeyhed  in  lome  of  the  new  probWni  of 
access  to  miirkets* 

Afarkctl  Deterioration  ,     '  * 

WhiW  vertical  integration  is  the  chief  threat  to  tra- 
"clitionaT  access  to  open  markets,  it  ii  not  the  only  one. 
For  reasons  too  numerous  to  list  here,  deterioration  has 
taken/ place  in  open  markets  for  many  agricultural 
products.  Increasingly,  prices  are  being  set  through  indi- 
yid\Uj\  nrgotution  or  by  fomiula  (S)»l!hc  farmeM<'Ik?n 
in  rfliahy  such  transactions  have  1o  depend  upon  their 
owiV  abilities  to  translate  general  market  news  Into  the 
goI](ig  price  for  their  particular  products.  Access 'can  be 
a  jf^hyiical  problem.  Hie  business  failure  of  the  nearby 
piji;k:essor  in  such  Commodities  as  sugar  beets,  processed 
ft^its  and  vegetables,  and  even  lambs  may  sharpi/ 
dijtninish  market  access'for  product^. 
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F^imirs  0t  bicoming  incrtMsingly  conctmti  tbcut  thi 
ciabiUtyMnifquUy  of  pnc*-mtik\ng  fqrcts  in  ifUrioraiihg^ 
mwkeU.  MMtiy  of  them  Mte  txmnining  group  «:/io«-- 
not  to  try  to  rMtse  pries,  Mlthougk  tfiMt  trtight  be  nice,  but 
rather  to  insure  their  coritinuei  Mccess  to  Jepenishle  mtr* 
ketsmtkcreiihU  pnci-maSdng. 

'  Farm  Size  Complications 

Market<acccsf  proWcntfarc  complicated  by  the  Ifrow- 
tng  inequalities  Mt  the  farm  level.  The  wideninfpgap 
betH«en  **thc  bigt"  and  "the  mtalW*  in  farming  ii 
deKfibed  in  Chapter  1.  Thii-gap  relates  in  various  wi^^ 
tft  the  proMem  of  acccii,    •       *  . 

The  big  >cattlc  fccdfof  may  have  a  doacn  buyen  a 
week  coming  by;  the  farmlot  feeScr  may  be  luciy  to  Ke 
one  buyer  occasionally.  The  feed  companie*  offer  the  big 
ftt^er  quantity  discounts  and  special  services,  while 
even  the  co>op  of  the  little  feeder  wishes  that  he  would 
take  his  business  elsewhere.  The  big  producer  tends  to 
be  mor«^  apt  than\the  small,  one  at  mastering. the  tech- 
niques of  producing  the  right  product  at  the 'right  time  • 
for  the  right  market.  Those  agribusineH  and  educational 
agencies  that  provide  essential  information  for  giving 
the  fanner  a  proper  market  orientation  find  tljemselvcs 
•  concentrating* their  efforts  with  the  big  farmers  where 
the  production  is.  Perhaps  public  agencies  need  to  direct 
more  of  their' cfforU  toward  the  smaller  fahncrs  (see 
Chapter  4).  .  / 

Policy  Options 

f^armers  lutve  options  within  two  alternate  sfrategies. 
On  the  one  hand  fanners  may  try  to  preserve  access,  as 
individuals,  to  an  open  market  system.  On  the  other 
hand,  farmers  may  seek  to  protect  market  mc&h 
through  grouping  together. 

Certain  individusi  prerogatives  must  be  reUnquIshed 
by  farmers  in  the  group^  approach,  so  that  it  if  in  some 
ways  inferio  to  ihe'individual  approach.  However,  indi- " 
vidua!  access  may  not  be  attainable  in  some  areas. 

Many  farmcn  will  find  It  difftciilt  to  choose  between 
such  alternatives^  Some  of  the  policy  options  may  be 
inconsistent  with  tlwir  general  political  philosophy  and 
value  system.  Some  optioni  will  be  strongly  "opposed  by 
"one  or  more  other  segments  of  society.  Nevcrthckss,  the 
various 'options  need  to  be  understood  u  «  basis  for 
democratic  choices. 

Thi  final  choice  between  a  market  and*  group  action 
system  is  not  an  individual  one.  Farmers  will  have  to 
strugglf^Ucctively  c\tn  to  maintain  tlic  market  s>itcm; 
othcrwis?^li4vill  be  .eroded  away  and  then  only  group 
action  will  be  left 
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Accw  as  Individuals- 

' .  *  -  ,  ■ 

If  farmers  art  to  protf ct  their  future  as  independent 
owner-operators  they  muit  strive  via  political  and  eco» 
ftomic  groUp  action  to  prevent  vertical  integration  and 
.  to  maln^n  openly  competitive  markets.' 

Vertical  integration  is  already  here,  in  some  farm 
products,  is  a.  threat  in  others,  but  is  very  unlikely  in  the 
foreseeable  future  in  some  others.  L^isiative  prohibi-  ^ 
tions'or  hindrances  are  one  proposed  way  to  <ontroI 
integration.  For  example,  farmers  might  seek  passage 
pf%nc  of  the  long^dormant  bills  to  prevent  meatpackers 
from  feeding  many  of  the  l^stock  ^hcy  slaughter.  There 
arc  arguments  t^fa  plant  can  be  ntn  roonr  efficiently 
if  some  livestock  can  be  brought  to  slaughter  at  a  mo- 
xncnt's  notice.  Such  gains  in  efficiency  (%vjiich  arc  ap- 
parently minor)  nwght  be  obtained  by  allowing  each 
packer  to  feed  up  to  a  maximum  of  h  percent  of  his 
quarterly  supply. 

More  to  the  point  would  be  %  similar  Umit  on  vertical 
integration  by  feed  companies.  Again,  ii*can  be  claimed 
that  the  individual  efficiency  of  a  given  feed  mill  can  be 
increased  by  allowing  it  to  own  a  surrounding  captlvr 
market  of  livestock  or  poultry  that  will  permit  the  plant  \ 
to  run  at  full  capacity!  However,  a  view  of  the  macro-  . 
efficiency  of  the  feed«brOilcr*industry  over  the  past  15 
years  tends  to  negate  that  argument.  The  industry  has 

*  kept  building  nwre  plants  aix!  putting  out  more  broilers 
until  a  few  of  the  large  firms  and  man^  of  the  smaller 

,  ones  have  pulled  out  because  of  the  low  and  fluctuating 
profit  opportunities.  And  yet  the  cycles  of  overproduce 
tion  continue.  However,  in  some  instances  the  prcseN 
vation  of  a  market  system  will  entail  soipe  econonuc 
costs* 

Cdntract  Diffenncis 

Fatmei7  may  find  that  certain  types  of  vertical  inte<^ 
gration  infringe  upon  their- proprietorship  much  lest 
than  other  types.  Tite  kind  of  contract  used  k  of  funda^ 
mental  importance.  For  example,  a  marketing  contact 

*  is  much  hkc  a  forward  sale*  Umler  a  marketing  contract, 
a  farmer  as  a  proprietor  ikgrees  la  market  specified 
quantities  of  his  production  in  the  kiture  at  a  price 
ftced  either  at  the  time  of  contract  of  later. 

It  might  be  feaAWc  to  develop  »  mffrket  for  the  con- 
tracts thcmKlvcs.  TWs  could  be  alrtiost  as  open  and 
competitive  as  a  product  market  TWs  kind  of  contract 
**Vw)uld  give  the  processor  much  ^'his  desired  market 
'   security  and  also  a  good  opportunity  ^r  coordination 
of  quality  and  quantity  flow. 

*Th*  famiW  Viam  Act  of  1972  propotcil  snotfcer  aw^Mch 
(opftHectinf  Ike  future  of  iidtp^^ni  furmrra 
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On  the  other  hiindi  if  the  vertical  integration  involvti 
a4>roduction  contract,  which  is  esjentially  an  employcr- 
enjpJoyee  rclatiomhip,  then  the  farmer**  "acceu  to 
mttkct  ii  much  more  aldn  to  that  of  a  laborer  than  tliat 
of  a  proprietor,  Thui  pubh'c  policy  might  leek  to  dij» 
courage  the  production  ty-pe  of  contract  hdi  accept  the 
marketing  contract  «  ' 

Maintaining  Open  Mcfrkets 

If  farmers  jue  to  maintain  their  market  acccsi  a» 
individual!,  an  open  market  lyitem  and  active  competi- 
tion for  their  producti  muit  be  maintained.  Farmc^^ 
rouit  have  lufHcicnt  market  intelligence  in  a  form  that  • 
serret  their  ncedi.  Market  practices  muit  be  open,  fairp 
and  ftondiicriminatory  by  liac  of  farmer.  Theie  needs, 
of  course,  are  not  new.  Farmers  have  demanded  helpful 
and  protective  market  services  for  a  half  ccntftry.  How- 
ever, problems  and  situations  change  and  continuing 
vigilante  is  necessary.  ^ 

•  -  ,  .,  - 

Afarkei  Disruptions  ^  * 

Other  tmpediracnts  in  the  market  place  aljft  concefti 
farmers.  Some  of  them  are  of  importance'/^bethcr 
farmers  setk  market  access  as  individuals  ^pr  as  groups, 
I*rotcctiofti«m  in  foreign  trade  policy  amounts  to  denying 
farmers  some  access  to  markeu.  Interruptions  of  market 
flows  by  union  labor  are  </ten  of  partlcu^ir  concern. 
Grain  farmers  sometimes  fc'el  the  Impacts  of  a  dock 
strike  upon  their  farm  prices.  Grape  growers  were  even 
more  directly  aJTected  when  ilcondary  boycotts  at  the 
retail  level  cicereaKd  the  demand  for  grapes  not" picked 
by  unionized '.farmworkers. 

Itlh  not  ieceuary  to  judge  the  merits  of  the  farm 
Ubofttruggle  to  perceive  the  threat  posed  by  a  marfct- 
Jcvcl  boycott  to  even  the  many  farmers  who  hirff  tio 
labor.  A  secondary  boycott  can  be  much  more  damaging  -m 
for  fresh  fnut  and  vegetable  growers  than  for  producers  • 
of  otlienawimodities*  Feed  grains  and  wheat  are  prime  ' 
examples  of  commodities  wliere  such  boycotts  appear  ®* 
completely  unworkable.  Nevertheless,  in  some  products 
labor  problems  can  prevent  farmer  access  to  markets. 

Vtit  policy  problem  of  the  labor  bbycott  is  delicate 
and  even  contradictory.  If  agriculture  becomes  owned 
ami  integrated  by  large  corporau'oni,  public  sympathy 
for  "ilw  farmer''  (the  corporation)  will  probably  dimin. 
ish.  Farm  labor  unrest  will  become  mere  common  but 
the  workers  would  hi  former  independent  farmers. 
In  this  xtm/,  thi  timi'wcrn  fotmuta  of  fajm  crgmxizttion 
Uam'mg  up  uith  ccTporations  agamt  unxans  mgy  nud  to 
hi  ruxamintd.  Thi  justificiUions  for  fgtmtr  group  powtf 
•T*  much  thi  samt  as  juiti^caticns  for  Uhcr  group  pawir. 


Access  as  Groups 

Farmers  arc  giving  increasing  attention  to  obtaining 
market  access  via  group  action.  While  there  arc  various 
wayain  which  group  activity  may  proceed,  much  of  the 
thinking  has  focused  on  cither  vertical  integration^ 
through  cooperatives  or  on  hon^onlal  bargaining  assoei* 
ations.  « 

These  dutinc^ions  may  appear  to  be  somewhat  artificial 
because  bargaining  aitociations  may  regard  themselves 
as  cooperatives  and  because  traditional  cooperatik 
marketing  agencies  may  vary  greatly  as  to  tbe-amount 
of  vertical  integration  that  they  Kck.  However,  these 
distinctions  between  a  vertical  and  a  horisontal  ap. 
proach  point  up  v»;ry  real  differences  in  the  philosophy^ 
and.  approach  of  existing  organizations.  « 

Proprietorship  Tjirough  Cooperatives  *  . 

Gooperaiive  marketing  was  once  support^H  as  a 
mcaiu  of  insuring  active  competition  for'farm  products 
and  of  increaslnif,  howorr  modestly,  the  return*  for  tlJcK 
prpducu.  While  these  objectives  of  . getting  an  extra 
dollar  ara  still  relevant,  cooperatives  have  become  more 
important  as  a  nieans  of  preserving  the  operator's  access 
to  markets.  Thus  mapy  farmers  and  farm  leaders  now 
point  to^tbe  growing  vertical  integration  in  agriculture 
and  urge  fs|rm  cooperatives  "to  beat  Ihcm  to  it"--* 
"them"  being  the jigribusiness  corpora^tions.  The  growth 
of  the  giant  dairy  cooperatives  is  a  partial  case  in  point. 

How  far  forward  sliouldihc  co-ops  integrate?  Many 
proponents  are  preiiingr/or  cooperatives  to  go  even 
further  and  to  develop  widely  known  brand  names  for 
prO(/sit^  foods  compJcte  with  the  advertising  and 
merc>andising  to  get  good  space  on  retail  shelves.  Much 
can  be  said  for  this  Iiead'on  approach  to  the  threats  of 
vertical  integration.  One  important  limitation  is  that 
the  capital  and  organiiatiorial  requirements  are  often 
too  large  to  be  undertaken  except  by  extre^^ly  strong 
cooperatives.  #1!         '      '  » 

An  attimatici  ov'tnll  {trMigy  is  for  farrmrt  to  turn 
to  group  bMfsmnins  MS  a  nptgamtnt  for  thi  opin  mr* 
kit.  Policy  measures  to  implement  this  strategy  would 
include  enabling  and  regulatory  legislation  to  define  and 
normaliae  tlie  group  bargaining  relationihips  wiiliin 
adequate  safeguards  for  a!l  parties  includiug  consumers. 
For  example,  procedures  are  needed  for  rtcognitionV 
farmer  bargaining  associations  and  solution  of  jurisX 
dictional  disputes.  .Bargaimng  in  good  faith  needs  to  be  ^ 
a  legal  requirement.  Safeguards  for  the  public  are  T 
needed  when  sanctions  are  invoked  by  tlte  bargaining 
parties. 
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The  Ktrgaining  Approach 

'  The  bargaining  awociation,  »  re Utivdy  recent  de- 
velopment, is  generally  unlllce  the  cooperatiVts  in  that 
!t  ii  not  mvolved  in  the  'Wsineu  of  tnarlteting  prod* 
ucti."  Rather  it  repnfscnli  produceri  in  contractual 
nfp;otiiitiofti  over  prices  and  other  terms  of  trade. 

Bargaining  has  been  accepl?d  in  varying  de|yrec$  by 
farm  organirationi  but  has  b<  j  n 'rcceiwd  rather  coolly 
bv  Imuch  of  the  marketing  to(;pcrative  movement.  The 
b&rgalning  osjoration  may  bo  tfie  only  poifible  ychide 
for  group  action  for  integrated  farmen  luch  ai  broiler 
groweri.  Jfot  live  stock' produce  ri,  who  havr  some  »trong 
cooperatives  but  do  pet  ponrss  nearly  the  strength  of  the 
dair)^  group,  a  major  policy  qucition  is  wliethjr  ^bey 
f lioum  try  la.achicve  power  throujjh  building  up  their 
marketinif  c(H)peratives,  t^m  to  ba^aining  associations, 
or  U|C  both  approaches.. 

Bargaining  Versus  Big  Cooperatives 

Proponents  of  cooperatives  sometimes  argue  that  co« 
operatives  are  the  most  advantageous  and  perhaps  the 
only  effective  way  io  huflkm.  Jtowtvir,  cm  of  tht  most 
UUing  Brsumfflts  for  iht  bafgrnninf  association  w  against 
tht  vertical  cocptratlvt  approach  is  that  in  many  com* 
moditits  tht  lattir.is  simply  unattainihti  itithin^t  rett' 
vant  titne  span.  It  will  take  too  long  to  build  the  vast 
capita)  iinicture  if  a  very  soh'd  biise  doesn't  already  exi>t 

If  cooperaiivet  get  big  enough  to  barf:aiti,  new  prob.  ' 
irms  arise.  An  urbjn  rrportcr  put  one  mch  problem  this 
way;      /  ' 

"^nc  farmers  <chiplain^  hov^evtr,  that  the  'super 
CO  oi>i'  have  bea/mc  iuJt  anoilier  kind  of  conf;lomerat6 
giant  from  which  they  get  few  benefits.  For  example, 
SunkJst  Growers,  Inc.,  whith  dominates*  80  ft'^ent'^of 
'  California  citrus/  is  a  mjmy4aycrcd,  pjramR!  sliapcd  • 
corporation.  Small  growers  are  at  the  bottom.  Contrary 
to  general  knowledfe,  tlie  processor!  at  the  top  of  this 
'super  co-op*  include  major  .private  corporations  as 
UT.il  as  farmerowned  prx)ces^/CrItlfs  contend  that 
decisions  are  made  and  profits  arc" taken  at  the  top  or 
tlie  pyramid,  witlj  loo  h'ttic  consideration'  paid  iO  tlJe 
economic  interesti  <*(  tin?  small  grower. 

'*Iowa  farmer  Weinlwar.ii  not  eager  to  have  his  in* 
teresti  buried  in  iwh  fa=ops.  'If  I  wanted  to  go  into' 
lomelljint?  like  that/  be  lays^  'I  would  have  'gone  into 
meat  packing  or  the  grocery  builness,  I  like  beirtg  a 

Can  Farr^icrs  Control  Their  Cooperatives? 

'Pcticy  qutttions  iriii  about  th*  Gfianitation  and  con^ 
ttal  of  cooptrativis.  Whtn  «  cooptrativi  bicema  tarti 


*  Chapter 

enough  to  compit*  ivith  the  corporata  giants,  is  it  ualty 
Usponsivi  to  farmtrs  or  is  it  btyond  tht  farmers'  capacity 
to  control  it?  No  simple  answer  is  possible,  witlwut  a  num- 
ber of  "It  depends  on. . . What  about  tlie  large  pm« 
ducets  \'ersus  the  small  ones  In. such  a  cooperati\T?  If  a  , 
cooperatiw  slugs  it  out  with  tlie  giants,  its  fmphasis  may 
have  tj^^be  upon  volume,  efficiency,  and  capital.  Such  con- 
"^ceplrju  one  member,  one  Ntjte  or  more  emphasis  upon 
people  and  lervire  tlum  upon  wlume  may  be  Joit  in  tlie 
compciitI\Te  struggle.  Brtim>er  expressed  his  concern 
gbout  tljesc  problems:  "Professionally  managed  by  persons 
fcWho  frequently  have  no  deep  understanding  of  agrlcuU* 
ture,  cooperatives  have  sometimes  ml  only  virtuaUy  lost 
touch  wilf>  their^farmer  members  bttt  have  limited  their 
mcml>ershfp  aibitrarily,  turned  to  volume  voting,  pro* 
vided  no  procedure  by  which  grievances  of  its  memberi 
.  can  be  aired  and  adjudicated,  or  in  otlwr  ways  departed  ^ 
^from  tlic  principles, that  underlay  the  cooperative  move-- 
ment  laeral  decades  a^o."  ^. 


The  Individuad  and  the  Grjjiip 

In  all  group  *cti«ni  ihdudjnf  bargaining  associations 
as  well  as  cooperativesi  a  timeless  and  univenal  probleih 
emerges.  Wfio  cliecks  the  honesty  of  the  metropolitan 
police?  'Hk*  old  Romans  aiked;  "Who  guards  thf 
guards?"  Hie  ancients  bought  protection  in  tribes  and 
thwi  they  had  to  develop  cultural  safeguards  for  tlie 
rights  of  individuals  wldiin  the  tiibe.  Jjikcicite  modern 
farmers,  ttho  want  to  protect  their  huiiness  status  via 
the  cooperaVirt^t  must  pte  proper  attention  to  the  indi^ 
viduat  versus  his  group- 

Cooperatives  in  vertically  integrated  induitries  such 
as  poultry  will  probably  ne^  contracts  with  their  mero* 
ben.  Policy  flwicef  liere  are  (1)  markeiing  contract*  • 
that  preserve  most  of  the  cntreprencurship  of  tlie'  farmer 
and  (2)  production  contracts  that  pais  the  decision* 
making  and  ownership  to  the  cooperative.  The  differ* 
f  encc  in  receiving  a  piecer^agc  from  a  cooperaiiw  r-r 
from  a  corporation  is  t>ct  immediately  appirent  Mem* 
ben  iTiujt  honor  tlielr  ma«keting  agreements  with  tlieir 
cooperatives  and  cooperatives  must  insist  that  they  do 
10,  Cooperative  maikfting  can  not  progreis  if  roem* 
beri  avpid  fulfilling  their  contracts  whenevee  a  changing 
market  gives  them  Ilje  ilighteit  of^econofnlc  incentives. 

Cboperativcs  face  new  and  greatly  enlarged  oppor- 
tum'ties  and  reiponsibilities  in  agricultural  marketing, 
As  thdr  role  becomes  greatly  enlai^jed,  their  structure 
and  bfhavicr  become  tniKh  more  central  to  the  welfare 
of  cC)mumert>  When  d  cooperaiive  becomes  famen*  only 
access  to  a  mmket,  then  policy  questions  about  Us  crga* 
niudion  and  control  assume  et  far  greater  importance  than 
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V  '  <^ 
»A#»  If  if«  just  ancther  chckt  in-  «n  m«fJfe<f  c/ 
mmnyccmpeiingimTkit'mg firms.  '  *  ^  ^ 
*  Much  of  the  pro  and  con  disciijiiori  focuiei  upon  the 
cocpfrativfi*  berauic  tJi*  parr  bargalnwg  awociationi 
opfrating  wJlJiout  cooperativfs  involvtrocnt  have  yet  to 
prove  fJjrnjK-IvT J  in  tlie  c>ri  of  many  farmcn.  Such 
Asjociaticni  hive  had  Iimitfd„w£f  rwi  in  lome  arras  but 
for  most  Midwfjiemffi  they  piohably  do  not  compare 
wiUi  (he  accompiiilanrnU  of  tlie  dairy  coopfrativou' 

Government's  Role 

If  farmf  n  try  to  ijjibjtitutc  group  action  ftfr  individuiJ 
action  in  the  market,  tliey  wIU  need  new  legiilation  and 
new  aervicei  from  the  govcrmncnt.  For  example,  even 
though  the  lale  of  product*  haj  been  replaced  by  the  «ale 
of  fanner  lervice j  in  vtrtlcally  integrated  induitri<f, 
puWic  marlft  newi  has  failed  to  make  the  change, 
Market  ncni  pfiiljted  in  repcrUng  farm  broiler  prices 
after  the  rr.arkr t  had  disappeared  ratlier  than  reporting 
J  the  contractual  termi  received  by  groHW  Market  in» 
f  formation  about  contractual  trnni  is  generally  Karcc 
a]thcti|h  jome  bargaining  organitationi  are  bifginniDg 
to  provide  «uch  in/orn:atjon.  Nothing  tloie  to  a  perfect 
tnatkct  can  be  expff ted  for  farmer  lervicet  but  belter 
marker  infcrmation  iljould  improve  ^hat  it  now  a  very 
imperfect  market. 

Free  markets,  like  free  locieticf,  require  poh'fing.  The 
policing  ij  aimed  nf>t  only  at  itcpplng  tbe*di5hon«t  but 
alio  at  ptcvidHig  meani  of  settling  hcntit  di«putci, 
^Extendl-^g  luth  publir  poliiing  to  contraauaJ  integra- 
tion has  bf/fd  RnrrMv  increavd  icsutluy  by  thr 
Patkrili  a.nJ  Stfwk<.mrdJ  Adminlmation  over  wiouf  rc^ 
taticmhips  bilwrtn  hmkr  ir.lrgratcn  and  farmen  is  a 
move  to  cicje  tfnt  partij  ular  gjip  Ttic  mamffsfly  un- 
equal bargaining  pcwrr  of  tlie  topical  individual  fartner 
as  compared  with  the.t^-x^Yal  agribmifJess  Integrator 
makes  such  pc!If  ing  eipe t:ia!!y  important 

Marketing  crdcra  aVcmbinrd  goveimnent^private 
form  cf  group  af  tjcn  have  fi?!pf  d  to  promote  stat^lity 
in  markets  that  urrr  (nmctl^  uniubje  They  appear  to 
have  bt'cn  quAc  syjcniful  in  milk  imd  in  many  fruits 
aiBd  vfg^tablrs  Marketing  crdf ri  in  daity  tiavo  it)4l^ 
mt'J  tlie  bar?:jimng  powr  of  die  tafx^-cooperativts/Wc 
mav  expect  atiernpis  to  r^itrnd  maikftlng  cfdcri  to 
other  commodities  m  nliich  tncre  group  aaion  is 
desired  Hdi^Tver.  rnaiketing  ^rdfia  ^vlll  be  of  litil^  cf 
00  assistance  to  fanners,  luclnas  bit-ikr  gtowew,  hIkj 
are  selling  their  if  svicrg  radri({!:an  it  IHng  farm  prod» 
u:ti  to  vrrtlcally  integrated  agrtRrjineises, 

Group  Confikts 

Jurisdictional  dispmci  among  farra-crganliations  and" 
cooperativTs  are  atil'ady'  daelcping  in  cerUin  com- 


molity  areas.  At  this  ^tage  such  diiputcs,  while  un- 
fortunate and  a  real  threat  to  farmer  success  in  bar- 
gaining, are  probably  ineviuble.  Froaduus  th$t  (nthh 
dtnuicrMtic  choict  h^furmtrs  wUkin  «  cOntext  mimmixtHg 
mutukUy  dntructivt  orgmtuttion^l  hgttUs  shoutZ  hi 
Ugiil0ttJ,  Torgeraon  argu«  Uiat  there  arc  mutually  sup- 
portive  roles  for  bodi  the  coopr ratlvc  and  the  farm  ofga» 
ni/jition  to  play  in  farm  bargaining  (4). 

F<rm  organiiations  deal  with  a  market  for  their  prod* 
ucts  that,  in  some  instances,  can  disappear.  The  process 
sor  can  choose  to  be  the  producer  rather  than  the  buyer, 
In  principle,  ^bargaining ^yiociations*  can  mce j  ihis  by- 
pass by  felling  the  Krvices  of  farmer  members  rather 
than  farm  products,  although  most  entrepreneuri  might 
regard  this  ahemativc  as  Kcond  best.  An  organisation 
that  bargained  for  the  sale  of  both  farm  products  and 
farm  lervices  could  include  proposed  limits  on^,  the 
amount  of  farm  production  by  proceaiors  Jn  its  bargain^ 
ing  demands.  Wlietljer  tmh  a  farm  bargaining  organia« 
tion  could  maintain  the  inirrnal  unity  essential  to  such 
two  fold  bargaining  is  a  serious  question.  Independent 
fanmen  currently  show  little  tendency  to  accept  any 
identity  of  tlieir  ii^^ierests  with  those  of  vertically  In* 
tegratcd  farmers, 

A  Threat  to  Cooperatives?'  , 

Farmers' may  group  togedier  to  liclp  dteraselvct 
through  cooperativts  or  bargaining  associations.  But* 
can  large  corporations -^vertically ^integrated  or  con- 
glomerate-.- kcome  members  of  these  associations  and 
lake  part  as  "farmers"?  Iliis  is  a  troublesome  and  very 
real  policy  ijsue.  Various  family  farms  have  found  it 
uKfuI  to  incorporate.  Su(h  farms  are  similar  to  ether 
farms  lii  ev'ery  other  respect  and  family  corporate 
farmers  have  long  participated  as  members  of  coopera» 
tives  and  bargaining  associations,  Tlius  It  ii(^ difficult  to 
say  tliat  all  cprpor4tions  are  not  farmers.  On  tlte  otiier 
hand,  many  cf  the  antitrust  and  oilier  prctcctiooi  and 
exemptions  granted  to  farmeri  ift^ihe  Cappcr-Volstead 
Act  and  in  tlie  Agricultural  M«rkcting  'Aft  of  1937 
quite  clearly  would  never  have  h&u  granted  to  powerful 
corporations. 

To  thi  ixtent  th§t  tht  vity  itrang  C0h  stite  upcn  iht 
tXMmpibns  Mtid  piouct'mt  grtmHi  iht  Vif»h,  iht  p\it^ 
pars  *nd  Ugiitm'iyfCf  iht  mmpfms  Mud  pfoitciicns 
grt  nndtmiHid.  fgfmtfs  €$nncf  tffetd  such  «n  Mndtr- 
minini  cf  iht  tiihis  gnnitd  io  cooptr^tivis  if  ihty ^rt  io 
prciict  iht 0£ctts  io  ihtitmafktis, 

\ 

Which  Way  To  Go? 

Wliit  qutition!  ilmuld  !*men  uk  llifniKlvrs?  Some 
of  t!ie  ipproptUle  quationi  luve  been  niinl  tbwe. 
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Some  farmers  may-have  valur  systems  which  dc/imtcly 
cAnmit  tliem  to  the  individual  opcn«marl(ct  way,  the 
cooperative  way,  or*  the  bargajnin^<'asx>dation  route. 
If  they  do  not,  i\\cy  may  want  to  ask:  For  roy  parttf  uJar 
commodity,  which  wayi  are  rraSIy  feasible?  There  may 
be  two,  one,  or  none,  rath^*  than  three,  feasible  wayi. 
Can  tft  open* market  individual  access  syttern  be  main- 
tained? TIjc  dispenipn  of  power  in  a  dispersed  agri- 
culture is  discuifcd*in  Chapter  2  and  \n%  much  16 
Kcommrnd  il  to  society.  But* will  government  protect 
dispersed  agriculture  from  *  corporate  takeo\*er,  direct 
or  integrative?  Will  faniien  accent  tlic  discipline  of  a 
group  .approach?.  It  is  ironic  that  many  turkey  producers 
who  \titcd  against  tlie  discipline  of  a  national  turkey- 
marketing  order  soon  found  themselves  under  a  greater 
discipline  as  integrated  growers,  ^  . 

Otl.er  questions  include:  \V)iat  is  the  prwcnt  laisc  in 
terras  of  cooperatives  or^bargtuning  groups?  ^Vhich 
approach  seems  more  likely  to  work  for  tliis  commodity 
and  this  group  of /armers?,Wbat  will  be  the  public's 
^  perception?  Will  giant  bargaining  associations  or  co» 
opcrativTS  be  regarded  any  diiTcrcntly  tlian  giant  corpora* 
tions.  Already  some  coHcge  students  kc  ''agriculture" 
as  migrant  workers  being  exploited  by  giant  iigribusinesi 
corporations. 

Almost  inevitably,  wlxtlier  the  route  is  individual  or 
group,  tlir  bigs  will  have  more  power,  cxerejsc  more 
leadcrthip,  and  receive  more  benefits  than  the  im^ls. 
Yet  ft  fccms  clear  tliat  young  people  are  demanding 
inorp  equality  of  opportunity  and  enore  "distributive 
justice"  than  did  tlicir  ciders.  Tlius  any  big  disparity  of  • 
wealth,  income,  and  economic  opportunity  in  agricul* 
fure  may  come  un?!er  much  more  cjritical  scrutiny  in  the 


OhatHer5^Rhod«^3 

■4  •         '■  ^ 

*  future.  Perhaps  st  little  less  concern  with  microefficiency 
and  A  little  more  concern  about  equality  of  opportunity 
will  have  to  permeate  tliC  policies  of  all  institutions  in 
agriculture,  including  market  institutions. 
^  Some  of  the  special  problems  of  access  to  markets  for 
integrated  producers  We  been  discussed.  The  markets 
,for  farmer  services  in  raising  broilers  and  turkfys  and 
gi^wing^egctables  for  processing  are  the  most^mperfect 
in  agriculture.  One  cannot  put  one's  services  in  «  truck , 
and  ship  them  o IT  to  an  alternative  market  wlicn  dm  is 
dissatisfied  with  the  present  buyer.  * 

There  have  been  reports  of  WyicWists  of  farmers  who 
are  judged  to  be  too  interrsted  in  promoting  competition 
for  theipr integrated  services.  Vertical  integration  is 
assumed  to' be  a  one«way  street,  There  is  no  turning 
bade  to  an  open  market  and  ind<f|Kndent  pfoAction.  In* 
tegrated  farmers  are  prime  candidates  for  mrgalning 
associations  as  a  means  to  redress  the  lopiidrA  balance 
of  ixnvrr.  However,  the  or^ganization  of  ^^momkally 
weak  Individuals  scattered  across  the  nation  is  difficult. 
Moreover,  a  considerable  number  of  small,  indeperklent 
fanners  arc  ready  to  seek  tlie  security  of  contracts  if 
given  an  opportunity  by  the  integratr^.  ^ 

«  t. 
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Bctidci  limdi  kiMwkdff,  urn)  mntktti,  a  collection  of  other  uiltiicKcct  «bo  UTcct  * 
the  siructure  and  control  of  agrktilturc.  Riik  aikI  i(f  alNit«incnt,  tk«  myttifjriiif  iiiu(« 
lure  of  iacome  tax  rulct  and  rrfulatioiiif  paymcat  lin}itt  artd.intall  farm  licacitt  In 
Und  rcthtincnt  and  direct  |NiyA)cnt  progratm,  potlHtioii  cotitrot  mctlitodc^an  . 
Uiete  }iave  an  acdiall  or  jpoitntial  clfect  on  th6  kind  jof  fantniaf  iTMcm  iW'v^ 

f olitical  power  and  the  tnc  hukdi  of  U  by  ruti^  pi|^  may  W  tke  mo«l  powerful 
force  Df  aU  111  iMAuenctnf  polkk<  that  will  aJTcct  capftli  accipiMilatkMii  (kfc;  iirg a««xa» 
tional  itrtKturt  of  afrkulturei  and  the  control  of  d^^iMon  making:  iUthoiiii^  the 
tatfy  of  farm  mm  Contrennten  St  down;  the  c^ticalty  hitponanr  nrian  tQ4«  k 
generally  lympSctk!  Vthe  problems  of  nural^iareai  r^ated  to  rural  p«vcrty  and 
unemployment.    .  '     ■  ,    f,  , 


GOVMNMKNTAt  rOLlC»f  AND  ntOGNA)4S«  ai  Well  at 
,  totial  forcei,  Influenf  e  ilie  chanjijing  oiijunitttion  of 
'  ':^grkultural  pro<]iKti'on,  ^th  jwliciet  may  be  deiigned 
10  infi)tence  the  itnicturoof  agricultural  production,  to* 
o  ward  more  dhpened  brgwiization  or  encourage  more 
concentration  of  the  producing  units.  Tliey  may  do  to  by 
deiign  or  by  unintended  tide  effect,  Policjei  diKUiied  in , 
thii  chapter  arc  tjioie  related  to  lisV  reduction,  federal 
'  income  taxes,  federal  farm  program  paymenti^  rural  de> 
,  vf  Ibpmcnti  and  pollution  control, 

Pmc,  Income,  and  Natural  Hazard  Risks 

^blic  policiei  that  affect  faimeri*  riik  and  uncertainty 
will  influence  tlie  orf^anizational  itructure  of  ^gricuhure. 
^'Farming  ii  "ii  risky  buiinea"  ii  a  itatemj nt  pften  made 
and  generally  accepted,  kisks  include  price  Huctuation, 
tmcertiintics  in  farm  input  and  product  mark^ti^  income 
variatllilit)^,  and  natural  hazardi  tucli  as  advriie  weather 
and  imct$  am)  diicaKS  affecting  crept  and  h'veitocic. 
a  Risk  and  un(;^rtalntv  can  influence  the  use  of  farm  rc> 
'  '  fotirtef  and  how  tliey  are  organized  in  tlie  farming  in> 
•  dustry,  ' 
How  to  adjust  to  or  offict  tides  has  been  an  important 
fomidemtioft  in  the  organizational  itmc lure  of  tlie  faiin- 
P  ing  tf clcrt  It  lias  affcttfd  rconomic  adjustments  on  farms 
and  in  tlie  farm  supply  and  market  ryttems  and  it  has 

'Cintnbutuiy  autkofi  tor  tKIi  ckipttr  wm  FauI  II  Gtiu^ 
mM,  VnivitiltY  cf  Nebrjuka;  Ntil  E,  Uu\,  low*  Sute  Univtf* 
Illy,  J*mtt  B,  JchnjoB,  Unltfd  Stttri  Dfpwfmfist  6f  Agticul* 
'ilut!,  Evmtt  B  Pet^jwn,  tluivtri*!/  of  Nrbrukt:  W«  Tted 
Woodj,  rconomjc  Jtcimch  8<rvke,  iSniiU  St»i«i  Ikputmnl 
of  Agrtculture , 


.brought  about  public  policies  and  prograijis  specifkalfy 
designed  to  reduce  risk, 

Th*  riiks  nnd  uncerUintUs  fucing  fttm  fims  injluinct 
ih$  0lhc0tion  of  rtsourai  wHkifi  tht  firm  and  within  the 
itgrhuUuriU  industry,  They  .limit  the  availability  and  ute 
of  capital  and  ctt?dit>  tl»ey  reslriet  or  distort  tl»e  invAt- 
ment  of  capital  for  farm  exp*n»i6n,  and  they  decreJiie  ^ 
tlie  elfectivrnest  of  management, 

Credit  is  restricted  because  of  incteating  risk.  As  a  firm 
ejcpaiHlt  by  using  jredit,  the  possibility  of  losiiTi||»itt  equity 
becomei  greater.  Added  uncertainty  increasei  the  prol^ 
ability  of  lost.  Hiis  confiept  restricts  borrowing  by  the 
^>itpanding  farmer  m\  also  lending  by  the  credit  agency. 
Ih'gher  risk  may  also  encourage  divrnified  ownerslilp 
under  a  corporate  sfrtKfiUr.  Potential  lost  can  be  spread 
over  many  owners. 

Risk  artd  uncertainty  affect  inv'estment  of  capital, 
wlKther  it  is  equity  capital  or  credit.  Expamion  of  farm 
iize,  s|KCia1izat>on  of  farm  enWrpriie,  adoption  of  capital* 
tisinit  (cc,linok)gy,  and  odier  resource  adjustments  are 
affected  by  risk.  Reduction  of  risk  encouraget  capital  m> 
witmefit  '  * 

Manngement  declsiotu  may  be  more  tubjfct  to  mot , 
under  conditions  of  higher  risk  and  unf  ertaituy.  Greater 
uncertainty  of  mitput  ami  price*  leads  to  tnc-re  /uanage^ 
ment  ettow  in  prcdir  ti0g  economic  returns  ami  ttiay  thus 
,  limit  expansion  of  tlic  fatmbusineit. 

Econoinitts  are  uncertain  about  whether  reduction  of 
risk  lielpc  large  farms  iDOre  tlian  imall  ones.  Policief 
that^rcduce  ride  and  uncertainty  will  letKl  to  encourage 
adjutimenti  of  agticultural  tetources  toward  larger  farms^ 
more  rapid  adoption  (if  teclmokigy,  and  more  tpecialjza>  " 
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tkm  of  production.  HowevTf,  cvTn  though  iUk^reducing 

policies  may  make  poiwble  rxtilcr  conctetratkMi  of  p/o., 

duction,  they  may  also  tend  to  maiijjain  production  by 

imalkr  units.  .  . 

/e#rfiidn«  tffo/kf«Jb,  The  Federal  CSrop  Inwrancfi  pro- 

^  gram  is  designed  to  reduce  riik  from  crop  loiies.  Private 
companies  also  supply  crop  insurance  to  rcducp  risks. 

Farm  price  support  programs  have  reduced  risk  and 
uncertainty  related  to  pf  ices  and  income  from  production 
gO(  major  crops.  Cropland  div-enkm,  acreage  allopnents,  / 
and  commodity  storage  ha%-e  ad  justed  the  supply  to  slabi« 
lize  prkes*  Prkc  support  loaiis  aAid  commodity  paymenU 
have  further  sUbilizcd  prices  and  income.  Commodity 
.  •  pa>-md)lS  arc  based  on  norma!  production.  Thui  a  f|utncr 
may  have  a  crop  failuns  and  still  receive  a  significant  part 
of  his  expected  income.  Farm  programs,  in  cfTe ct,  provide 
for  forward  pjricing  and  income.  ^ 

Reduting  livtitock  risks.  Tlie  dairy  induilry  lot  price 
supports  on  manufacturing  milk  and  federal  market 
orden  iit  majormilkshedi,  TlifSft  progtams  ha\t!  aalrong 
,  stabilizing  effect  on  d^  piices  and  income.  Price  sU- 
bility  of  other  livestock  enterprises  is  indirectly  influenced 
by  the  stabilization  of  fced  grain  price*  and  of  tlic  agri- 
cuUural  industry  as  a  whole. 

fatm  sizi  and  j^rosram  kinefiti.  Price  suppOrU  and 
commodity  pa>Tncnls  liave  been  bawd  almost  entirely  on 
acres  and  output.  ITie  larf/r  the  farai  anJ  iu  output,  the 
pre aicr  aits  die  bcnefiu  of  the  income  support  programs 
in  terms  of  ^Jollais  received.  These  program  benefits  re-* 
dute  the  riik  of  comrnitting  the  nsourtts  of  tlic  eapand- 
.    I ng  commercial  farm  operations. 

As  farms  become  larger  and  more  ccmraercializcd,  tlicy 
ber ome  more  Sensitive  to  price  fluctuation^  especially  pnt e 
declines.  Tliey  use  m  higher  proportion  of  capital  to  laBor 
and  of  \-ariaWe  capital  to  fixed  capital.  Tlicy  also  use 
morfe  purchased  inputs  and  a  lower  proportion  of  farm- 
produced  inputs  such,  as  operator  labor  and  equity. 
^  Tiiereforc  they  operate  on  a  kiwtr  margin  cf  return  over 
direct  coiU  per  unit  of  sale.  Suhit  prkis  Mnd  forwMrd 
pricint  undtr  fMrm  progrmt  on  highly  importtnt  ior 
iht  Urgi  f<trms  and  thtxr  targe  cmmitmint  of  rttourca, 
RtsourCi  values.  Reducing  risk  and  uncertainty  imilcr 
farm  programs  inrreases  the  value  of  the  reiources.  Con^ 
scrpM-nily,  with  lower  risk,  farm  program  lave  con 
tf  ibuted  10  rising  land  values,  / 
Farm  program!  and  price  stability  encourage  in\t:sV 
^  mm  in  output  increasing  teth«}k)gy.  The  ^largtr,  ex. 
panding  faimferi  arc  usually  in  an  advantageous  position 
to  adopt  tedinology.  'Iliey  also  tend  to  set  the  price  of 
land  and  rental  rates.  Thus  land  tends  to  be  overpriced 
for  tins  average  and  marginal  farmers,  which  means  diey 
mxf  be  cfcnomicaHy  excluded  from  farm  expaniioiL 
Many  smaller  farmers  bcoome  comparatively  worse-  off 
ai  their  coiU  rise  but  their  grow  income  remains  stable. 


Government  programs  that  reduce  risk  through  stMbili' 
tation  of  prices  and  income  art  aimlMe  to  alt  jarmers. 
However,  they  appear  to  be  of  more  economic  benefit  to 
the  larger,  ixpanding-farm  than  to  moderately  sized  and 
smaller  farms. 

Adjustments  for  Risk  \ 

The  structure  of  ltoday*s  agriculture  and  its  related  in- 
stitutions has  been  influenced  by  risk  and  by  adjustnienu 
to  r^ucc  risk.  Government  policies  ha\T  had  an  effect  on  ^ 
tliescikvclopments, 

RiJc  and  concern  abJout  risk  has  influenced  the  dfpee 
of  specialization  as  compared  with  di\Trsirication  on  ih^ 
dividual  farms.  It  affccls  the  availability  and  sources  of 
^  equity  and  deht  capital  for  agriculture.  Institutions  such 
*  as  commercial  insurance  and.tl*  futures  market  have 
been  dc\*ek)ped  tO  Kducc  risk.  Farm  producen  and  supply 
of  market  firms  have  dewloped  contractual  arrangements^ 
to  reduce,  fhare,  oi^lransfcr  risk.  Farm  lease  agreements^ 
hnvff  been  adapted  to  sliaring  risks  bctwccn'farm  oper** 
aiors  and  landlords.  Income  tax  regulations  and  otlier 
laws  affect  tlic  incidence  of  risk, 

Altliough  roost  of  these  arrangements  arc  In  the  jirivate 
sector  of  agrituUitir,  pubHc  policies  can  influe"'^*^  tlieir 
development  and  use.  targe  commercial  or  induslrialiKd 
farms  may  \\3x%  more  ability  to  utilize  various  mctliods 
of  reducing  risk  including  tlic  various  private  sources. 
Tlicsc  include  easier  accc«  to  capital  sources,  contractual 
arrangements,  price  stabilization,  specialized  insurance, 
and  other  approaches,  tf  the  public  tvanis  to  assist  the  dis' 
■  persed  type  of  farm  iri  reducing  risk,  then  public  pclicies 
should  continue  toTe  made  availabte  and  developed  for , 
the  dispersed  farms. 

> 

Income  Tax  Policies 

It  has  been  argued  that,  at  least  theoretically,  income 
tax  policies  should  not  influence  economic  dcfision  mak* 
'ing.  If  the  equitable  generation  of  revenue  is  the  only  ob- 
jctUve  of  an  income  tax  s>-stem,  an  Important  criterion 
for  evaluating  a  taxing  system  would  be  tlie  absence  o( 
influence  on  eccriomic  decisions.  , 

nowtvcr,  tlie  iiKamc  tax  structure  as  part  of  national 
policy  has  become  an  important  tool  for  influencing  eco- 
nomic dctiirun  at  least  at  tlie  Federal  kvcb  In  tlje  paitf 
dccadej  many  maj^^fomc  tax  (hinges  liaveVen  moG' 
vated  by  fiscal  considerations,  but  income  lax  incentives 
liavti  also  become  a  means  to  aid  programs  for  an  im- 
prmTd  enviix)nmcnt,.accekrated  capital  invcsuntnts,  arnl 
increased  soil  and  water  conservation. 

Tlic  ficxiUtity  and  unhcrttlify  of  the  income  tax,  ai 
well  as  its  inherent  economic  incentives  and  dl?incenti%'cs, 
confmend  income  tax  as  a  key  policy  variable.  Thus  the 
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incoroc  Ux  fmncwork  •ppcin  dcitined  to  tetvc  muIUiSe 
^   mMten  wth  relatively  frequent  iuk!  wUtantial  change* 
in  proapect. 

Analyzing  Income  Tax  Preferences  • 

It  ii  aknoft  an  articfc  of  fafth  in  lomc  drclci  that  in. 
come  tax  policy  Im  i)iteinatif«lly  favored  largc  Kale 
firmi  over^nnall  foins,  parU'cuUrly  in  agrioilturr.  Sub* 
itaniially  greater  anal>its  ii  required  More  concluiioni 
may  be  drawn  «i  to  the  direction  and'magnitude  of  tax 
prrferencef.  * 

The  liae  and  Kate  of  fimw  *rc  leklom  imporUnt  vari- 
able<  in  the  impotition  of  the  incotilc  tax.  Althoogli  we 
.  and  icalc  have  cconanlc  lignificancc  for  Jegal  or  tax 
purpoaei,  the  tenna  are  generally  not  lufficiently  preiciir 
to  lerk-e  «*  to«ch*toncs  for  regulation  or  taxation.  Rather, 
Jegal  and  (ax  rulei  have  been  b*»ed  upon  luch  variables 
at  (1)  jnetluxl  of  firm  organisation  (regular  or  Sub* 
chapter  S  corporation,  general  or  limited  partnenhip, 
•imple  or  complex  tnut,  or  lote  proprietonhip) ;  (2)  t>pe 
of  income  involved  (ordinary  incwne,  capiul  gaini,  or 
(ax  free  income) ;  (3)  Ie\el  of  income  involved  {grad* 
uatcd  rate  for  lolc  proprietor!,  partner*,  trmt  benefit 
liariet,  And  iliareholdcif  in  a  Subchapter  S  or  tax  option 
corporation,  but  a  two^itep  rate  for  regularly  (jwcd  cor- 
poraUon)  ;  and  (4)  occupation  of  tl»e  taxpayer  (for  ex* 
ample,  famicra  as  (a^yen  enjoy  ccruin  ipecial  priv- 
ilegci  fuch  a*  caili  bails  accounting).  Any  determination 
of  tax  preference*  require*  ipcclfic  anumptions  abotit  all 
four  variable*.  * 

To  lay  that  Jargc^Kalc  fanm  Imt  tax  advantages  not 
enjoj-ed  by  imaller  firms  has  meaning  only  if  method  of 
organization,  Kale  (groia  ttka,  net  income,  acreage),  na- 
ture of  (he  income  mix,  and  level  of  taxable  income  is 
aW  specified.  Witliout  tliese  addition*  tlie  statement  tltat 
large  famis  have  advantage*  not  enio>ijd  by  small  farms 
i*  meaningleii.  The  *Utement  invite*  the  question:  Tax 
advantages  compared  to  what?  Altliough  no  tmeqmvocal 
answer  may  be  given  to  questions  about  tax  advantage* 
for  large  or  *mall  firms,  the  relevant  vaiiables  arc  dis- 
cuJKd  below. 

Capital  Gains  Versus  Ordinary  Income  ^ 
AUIicugh  heavily  cnticized  in  recent  jrar*,  the  Capital 

Ifain*  ordinary  income  diclwtomy  ti  well  establislied  in  tax 

policy  and  will  probably  continue  to  exist  for  *o«ie  time. 

'iTie  capital  gain*  concept  is  responsible  fer  rniny  tax. 

awidance  or  tax^ninimiiration  efforts  as  taxpa>tt*  at  all 

income  levels  try  to  ha\«e  ii^come  (axed  «t  tlie  preferential 

capital  gain*  rates. 
GupU^l  gms  tutLtmtnL  Tht  pufenntUl  tti€tmtnt  of 

c^piUl  gains  incomt,  uhkh  b  mdity  known,  apptif^  to 


•  » 


indivUutd  iMxpayiu  d^tHncom^tvUH^U  individtuU 
tMXp^yen  in  tht  higher  incotnt  htutktts  TiCfivt  tht 
g^Mttst  reUiive  benefit.  Basically,  caj^Ul  gain*  are  ta^wd 
in  one  c/  two  wa>^  and  the  taxpayer  make*  the  choke. 
.The  entire  capiul  gain  may  be  (axed  at  a  flat  rate  (25 
percent  on  the  fint  1^50,000  of  gain,  35  petccnt  on  all 
over  $50,000) ,  or  50  percent  of  the  gain  may  be  deducted 
with  the  other  50  percent  taxed  a*  ordinary  income  on  a  ^ 
graduated  >cate,  'Obviously,  few  highincooK-boKlcet  tax. 
payers  elect  the  SO-percent  deduction  and  few  Jow-in. 
comC'bracket  laxpaycn  elect  the  flat  rate  tax,  Penoo*  in 
a  partnership,  SubchaperS  corporation  shareholder^  and 
trust  benefklaries  all.utiliae  Uie  rule*  for  individual  tax 

Regularly  (axed  corporations  handte  capital  gains  quite 
differently.  Capital  gains  income  is  not  eligiblctor  (he  p 
50'percent  deduction  alternative.  Coq>orate  capital  gain* 
are  taxed  at  flat  rates  of  either  22  percent  (if  the  eocpo* 
ration  olherwie  pays  (ax  at  the  22'pettent  rale)  or  30 
percent.  Corporation*  make  relatively  poor  organizattonal 
device*  if  tl»e  objective  is  minimiastion  of  (ax  from  ci^tital 
gain*. 

/ ncomi  tliglblt  for  upital  gmnx  (rr«lm<R(.  For  fanners 
and  farm  investors,  the  major  asMts  normally  wceiving 
capital'gains  treatment  include  farmknd  and  buildings, 
machinery,  breeding  stock,  and  dairy  animals.  Other 
as*cU,  such  at  grain,  hogs  produced  for  market,  and  * 
feeder  cattte  generate  ordinary  income  which  ss  fulty  tax- 
abte  at  regular  inforoe  tlx  rale*. 

A  *ubitantial  incentive  has  existed,  particularly  for 
hjgh'tax'bracket  individuals,  to  invest  in  assets  producing 
capiul  gain*  rather  than  ordinary  income/n>e  incentive 
has  been  even  greater  for  depreciable  atseu  eligible  for  •  ' 
capital  gain*  treatment  such  as  buildings  and  breedinfs 
herd*.  Depreciation  i*  deductibte  from  ordinasy  income 
and,  in  effect,  create*  additional  capiul  gain*  taxed  at 
a  lower  rate. 

To  lessen  the  incentive*  inherent  in  *uch  tax  policy,  the 
Congre**  lias  laken  aeveral  *tep*  in  the  past  decade  lo 
"recapture"  gains  repre*cnting  depreciation  previously 
claimed  as  ordinary  income.  In  I9«2,  rule*  were  imposed  . 
for  recapturing  gain*  on  sate  of  personal  property  O^cept  ^ 
Iive*to( k) .  Tlic  concq}t  was  extended  to  deprec iabte  rtal  * 
property  in  J9fti, 

In  a  ^fific  effort  t9  reach  "(ax  los*  farfning,*'-  Con. 
gre**  in  1969  moved  in  additional  direction*  to  fciscn  tlie 
incentivM6  ojnvert  deduction*  from  ordinary  income  into  ^ 
capiuyjain  at  a  later  time.  These  included  (1)  recap- 
ture of  d<^preciation  on  livestock,  (2)  necapture  of  kxI 
and  water  conservation  and  land  ctearing  expenses,  and 
(3)  orauon  of  an  Exces*  Deduction*  Account  converting 
capital  gain  into  ordiimry  income  on  tafe  of  certain  type* 


ERIC 


408 


•3457 


of  faim  property  if  the  tale  laid  been  pirccttfcU  by  oper- 
ating loiie*.. 

DtspiU  iffofts  M  -timiting  thi  canvemon  cf  otiirmty 
incamt  dtductioM  into  tvintu^l  ctpUal  gMitUt «  nUtive 
'  advnUit  ttill  txiitt  for  high  incomi  indiiiduth  to 
j^oH  imns  AS  ca^itMt  gains  whtn  pcsiihlf.  Tht  uuae  bwic 
rule*  for  reporting  capiul  gjum  cmn  6e  imd^  by  lower- 

♦  incofoe  individuals.  Tljc  advinUgc  if  inherent  in  the  1 
apital'(^iniconce]i>t.  ' 

9ax  Rates 

The  r*te>  of  tncornc  tix  impoted  on  cipitJil  for  expW' 
fion  can  liave  »n  important  competitive  effect  on  ,finm 
in  tlic  cxptniion  phaie  of  their  life  cycle.  Eiiewially,  the 
diffcrtntial  ta»  ratei  may  be  ejfplained  by  (1)  the  type 
of  taxpayer  (indiv  idual,  partoenliip,  or  corporatioii)  and 
f  2 1  t!.r  tax  bracket  of  tlie  particular  tajfpayer. 

Maij^Inal  rates  cf  tax  \ary  iliarply,  from  H  percent 
federal  income  tax  for  low^tax  bracket  indtvkluaU 
.throtigh  a^adiattd  tax  of  70  percent  for  hi^rh'tax. 
bracket  individual!  fW'pcrcent  on  earne'U  income),  Th«e  . 
tatts  apply  to  individual  taxpayerf,  {itrtnen  in  a  general ' 
or  limited  partnenliip,  and  tliarclioldf  ri  in  a  tax  option 
or  a  Subdiapter  S  corporation.  Tliese  taxpaytn  arc 
viewed  aJ  ultimate  consume ri  of  taxable  income. 

By  contrast,  a  regularly  Uxed  corporation  p«>t  federal 
income  tax  at  a  22'pertent  rale  for  up  to  $25,000  of  cor- 
porate taxable  inconwj  and  48  percent  above  tluit  level. 

*lhac  rates  may^ppeair  to  be  more  or  leu  adv»nta» 
y^Qia  titan  tlir  tax  mti  for  individuals,  depending  upon 
tlie  relevant  tax  rate.  A' 14'percent.tax  bracket  individual 
has  notlung  to  gain  {and  in  faa  may  pay  more  tax)  if, 
part  cf  ill*  income  is  taxed  as  a  regularly  (3ixed  corpora- 
tron^A  JjO  perccnt'iax  braikct  individual,  on  tlie  otlwr. 
hand,  may  obtain  a  lubsUnlial  income  tax  advantage  by 
creating  a  ticvy  22'ptrcent>Ux  bracket  corporation  to 
whiy4i  a  part  of  bii  income  would  be  taxed.  At  least  tlic 
advantage  is  clear  if  tiic  income  is  destined  for  expansion  • 
of  the  to. 

Any  advantage  of  tlio  corporation  In  ttimi  of  more 
aftertax  dollari  ki  expansion  is  tempered  by  impoiition 
of  a  Kcond  tax  ai  corp<^rate  infome  is  ultimately  di«> 
•  ttibutcd  to  iliarelicldrrfc  fculif  r  a  tax  on  dividend  income 
or  a  tax  on  Dquidatioit  distributionj  ullitnately  awaits  tlje 
sliareboldrr  of  an  >xi«intling  corporation  unleii  fie  is 
udlmg  for  corporal*?  income  to  be  used  for  ex}l||Mion. 

*  \GashVetsusAc€fual 

Although  fanning  would  letra'^lb  require  accrual  ac» 
counting  under  tlie  unfvtnal  test  of  wltetlier  inventories 
affect  income  raatcriaHy,  farm  iaxi>a)eri  of  all  types  using 
various^methods  cf  organization  lia«  been  permitted  to 
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report  income  uiinf  the  caih  method.  In  part,  tuch  me 
of  caih  accounting  comtituled  recognition  of  the  limiied  * 
capabilities  of  accounting  S)steini  twed  by  farmets,  Dc» 
'•pile  imprO\-ementi  in  record  keeping  .and  atUlmnent^ 
of  a  high  degree  of  ac^ounu'ng  aopliiitication  by  icxne 
farmers,  partiaiUily  thoae  making  \m  of  computeriaed 
accounting  methodi,  the  caih  reporting  option  has  coO' 
tlnuedtobeuaed. 

Willi  caih  accounting,  farm  tajcpayen  enjoy  fub«antial 
ad\'antagei  over  accrual  taxpajrrsr  One  advanuge  ii  that 
increaMs  in  inventory  are  not  lubject  to  income  tiw.  Gain . 
onWts  is  recognb!cd  only  wlwn  items  are  »old.  ThJi 
pemvls  buildup  of  inventories  without  Ihc  nccesiity  of 
tax  payment.  If  the  increaied  inventory,  »ucK  as  from 
a  beefK^ow  lierd,  ti  held  by  an  indi\-tdual  taxpayer^  until 
liif  death,  no  income  tax  ii  ever  paid  on  the  gain  involved. 
A  iccond  ad\iintagc  is  tliat  on  ial<?  of  raised  breeding 
animali  the.  entire  ielling  pticejs/irtaicd  as  a  capiul 
giun  if  liekl  for  24  monthi.  Foir'accrual  taxpayer|,  only 
the  cxCfM  m-er  the  lait  imenl6ry  value  ii  eligible  for 
capital  gains  treatment.        '^J/     .  « 

Special  ddualons.  Some  ndes  for  income  tax  deduc- 
tions peculiar  to  farmers  make  no  distinction  ai  to  iht 
or  Kale  of  the  Uxpayer.  Iliese  include  tlte  opportunity 
to  deduct  ratljer  than  amortize  expend! tuiesjor  fertilittr 
and  lime,  to  report  commodily  credit  kwfli  as  income 
when  a  loan  is  teceivcd  or  when  tl>e  crop  is  lold,  to  de^ 
duct  soil  and  water  consenation  expeiWitures  rather  than 
adding  luch  expense  to  the  tax  invTitment  in  tlM  land, 
and  to  file  atlmaied  tax  retunu  (not  required  if  rclum 
filed  by  March  1).' 

Otlicr  provln'ons  uniquely  applicable  lo  farmers  favor 
tlioie  with  lowerSncomci.  For  example,  expenses  incurred 
for  clearing  land  to  make  it  suitable  for  uie  f  n  farming 
may  be  deducted  currerjtly  ratlier  than  being  added jo__ 
the  basis  of  the  land.  However,  current  deductions  are 
limited  to'$5,000  or  to  25  perceiiit  of  taxable  income  from 
farming,  whichev*er  ii  leas;  This  provisiott  reduce!  tax 
beneliu  of  rapid  land  clearing  by  farnitn  with  taxable 
inrcrfne  of  $20,000  or  more  per  year. 

Egcci  oj  Death  of  Individual  on  Accrued  Gain 

Under  current  law, » iubstantial  income  tax  incentive 
encourages  Individuals  to  lelain  owneriliip  of  heavily  ap* ' 
prectated  property  until  death.  Upon  Ums  deatli  of  a 
property  owiW'r,  tlic  income  tax  basis  for  property  held 
become!  equal  to  fair  maiket  value  ai  of  tl>e  date  of 
death  or  ai  of  the  ultimate  valuation  date  up  to  lix 
montlts  after  death.  The  result  is  tlitt  die  tax  on  the 
poieniial  capiut  gain  in  the  property  is  eliminated* 

This  feature  cf  income  lax  law  las  been  criticized  as 
inequitable  artd  as  favoring  principally  tIiarelK)ldeni  and 
landowners.  Repeal  has  hctn  urged  in  h;cent  years* 
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In  »ddition  to  elimmating  income  tax  on  tpp^Atcif  ^ 
property  \M  until  dcjth,  tlijj  income  tax  proviiion  dli-  ' 
^Ciiragfj  lifetime  gifts  ctUkxuly  apprffiatcd  property 
(wUh  fnitiithc  ckmot'i  i'lKcme  tax  IaJIs  carrier  over  to 
th*  rtf  jpicni)  and  tnaxitage »  higli  valuation  of  propeity 
It  death,  if  tlie  «tatc  tax  k  imali  or  dots  net  apply.  " 

Tliii  fcatyre  of  cunr nt  im'ome  tax  law  oficri  lUTer ti  * 
corpoatfcni  resi  fivcrally.  At  tfie  death  of  a  iharfholdt r, 
Iiii  itO(k  TTftuTf  a  new  irirome  tax  bailj  and  th^ accrued 
gain  in  tlie  stock  a  eJirnlnaied.  ilowner,  the  pcopf rty 
imdcil>in^{  the  iioclc-  owned  hf  tlie  corporation »i 
unaffcctf d  by  the  tlcatli  tf  a  iJiaxeholden  Vm  the  atlvan. 
tjgfi  of  a  "new  depreciation  itari"  ami  no  gairi  or  little 
gain  on  post  death  lalfj  are  n^t  limiUtly  available  for 
corporate  a*#c  i  ownenhip  at  tliey  *re  for  individiiali. 

If  all  "indivtduaU'*  enjjagfd  in  farming  were  Individ, 
uali,  at  kiw  income  kvtbram!  ferriv.ng  only  ordinary" 
Income,  it  would  he  a  rtlatlvtlv  ilmple.  tajk  to  compare 
tlicir  lax  btirdtn  witl*  nonfann  InvntDri  operating  at  cor*  V 
IM»raiicm.  at  hiRh  incocne  kveli,  and  me ivittg  only  c#p* 
ital  ftaini  income.  Obviously,  fufh  ii  not  the^cm  Ai  tlie  ^' 
asjumptionj  mentici^ed  abwe  ate  relaxed,  p neralizationi 
ai  to  the  relative  Income  tax  burden  beccJme  ktk  and  Icis 
meaningful,  '  n 

Farm  Pnigrain  Payment  Limits 

and  Small-Farm  Benefits  _ 

The  icate^  of  annual  federal  fanucprogram  ^ajmcnty 
indicatfi  tl:5t  aUocalion  cf  tlitje  fundi  may  have  a  ug- 
nificam  Inijjafi  on  tlie  crganijfational  itmc tur*  w:if  a^i^ 
culture.  Direct  prof/am  pajii^cnti  to  farmcri  lix\'6  beerj 
over  tlitec  billion  dollan  annually  during  rcceul  yciin. 
Alfocation  rf  tlifie  funds  can  aid  or  hinder  ^'ate\'er 
public  policy  cbjff tivTi  the  nation  mi/^jii  Iiavc  legirdin.tj 
tlie  organijational  itniciurc  of  agrirultufe.  For  example, 
limltl  on  (he  lize  of  pajtivnts  to  larger  fanni  and  ipcf ial  , 
ccmccMJons  to  smaller  farms  ivould  tend  to  itrengtlien  • 
_dlipcnfd  agriculture  ratlier  th"an  encourage  a  concen^ 
tratedagricuItuiT?. 


Payment  Limits 

Piiblif  supj)or«  ff  r  farm  piograini^cvcr  tKe  \rm  hns 
been  in  pari  baiXl  on  the  ctni:!.:  tf  hrrpaijif  the  "avrr-^ 
^  age"  farriM-m  maiVtain  adequate  mcoine-  IJmitaiiDiii  of 
pauiioKs  to  [arf^pioduicfs  Imve  beta  dtbatrd  {»ejirK!i- 
cally  since  tlie  Siatutcry  or  adniUmlrative  Lmiti- 
on  tlHj  sue  cf  Agfij  uttuial  Comer;  alien  rrc^ram  (AGP) 
patmriits  Jii<Jw  REAP  pajments)  luvc  bten  in  elTert 
from  time  to  Umv.  Currently  the  hmit  it  $2^500  to  any 
one  individual  Pa*yT«tnt  limiUticns  were  a  part  cf  tti? 


^  Soil  Bank  rn)gnim  nf.tDKJ9M)'i  and  tlic  Cropland. Cdh, 
•rrvatioff  Proifram  of  Ujejwi  / 
'  Puri?l!|;  the  lO&'s,  fwleral  (asm  prtf,rami  slijll^d  to 
more  direct  pa\tneiits  to  adjust  crop  output  ajjd  to  main, 
tain  grtirt  and  cotton  prrxlucert'  tncornet  luukr  tower 
price  support  kvtk,  Tlie  very  larije  paytrwnti  to  loriw  • 
large  scale  farni  operations  resulted  in  public  criticwi?' 
Imd  support  for  pavmenl  limitSi 

A  limit  of  155,000  per  program  to  pcVsons  participating 
in  eilhtr  tlie  cOtton,  feed  grain,  or  wheat  programa  was 
inrluded  In  tlie  Agrkultural  Act  of  im  In  1970,  1,232 
pcrtoqs  received  paynjeiiti  in  excesa  of  this  amount)  Most 
of  thtsf;  were  earned  for  participation  in  the  cotton  pro- 
gram. Very  few  persons  are  subiect  to.  the  limiration 
*urkkr  tw  o  or  more  program!.  In  1!^71,  only  466  produt  eri 
had  pai^ments  reduced  to  tl'»e  155.000  Umit. 

Tfiese.|>ao|rram  p«>mfnt  limits  have  not  had  tl»e  eco^ 
nomic^fffects  that  some  may  have  enviiiooed.  targe  scale 
•  farmers  have  been  able  to  reitmcturc  tlicir  opfratkmi  so 
as  to  minimize  tlie  adverse  f  Mrciits.  Sotm 

conimon  rrstnictming  stepi  hai^  ifldflJRl  lubdiviiion  of 
htf,^  fannj.  leasing  of  pMm  of  cropjUotmenU  for  f*sh 
rent,  and  formation  of  partnersiiipfc  ,  '  , 

Farm  prograim  oriented  primarily  to\vard  cropland 
divenion  and  supply  adjuitineni  through  incentive  pay- . 
riients  muit  include  particlpatiof^  of  rnon  commercial 
fanners  to  acliieve  tlifir  'ofejecti^*.  Tberefote,  at  some 
Icnver  Irvd  pa^irjen!  limltt  may  cooflict  wfih  tb«  major 
objcftivccf  supply  adjustment.  ]  ^  ^ 

If  tlic  pohcy  obj'^tivc  is  to  maintain  a*  dispersed  agri- 
culture, tlicn  program  pajTnenl  limiu  could  be  deiigiitd 
with  that  purpose  In.  mind.  Proposals  on  hmltV  have  In- 
f  ludtd  $29,000  per  farm,  $10,000  i)cr  program  per  farm, 
and  otl*cr  lariations  lower  than  present  prc^grams.  Re»  • 
strittic-a^Jtlic  j^rmlttcd  rrstjucturing  mentioned  above 
would  Emj<#e  furtlier  limits.  Piogram  pa>Tnents  tied  to 
land  use  pohry  could  be  designed  to  discourage  very  Urge 
farms  and  to  encourage  less  intfrnivc  use  of  crephmdT 

Thf  ptiSint  proitm,  uith  fm^mHAtt  hustd  cn  cm^ 
moditf  output  tnd  hiih  UmitJ  ptr  tirm,  Ur.dj  to  tntcuu 
tgt  thi  tmd  ioti'trd  Uigtr  (Mrinh  Tlie  puWiC,  tlupugh 
Gongresi,  needs  to  decide  on  its  policy  goals  related  to  ^ 
tlic  oi>:amz*tk:nal  struc^ture  of  agriculture  and  tljen  de^ 
ctde  uhcther  program  pavtnejnts  are  to  l«  used  toward 
*ch»rvingdi04ftpC'Iu'y goals.       '  - 

Svi^HFaum  Bcncfiis 

XStiikt  prrsf  nl  prograrj^  tlie  sfal-ilizatioft  of  famg  prices 
htucilti  nearly  ai]  fanncii.       dircu  pajihcnts  under 
ce^nmodiry  ^prc^rams  benefit^  faimers  in  proiKrtion  to; 
output.  Maimers  witlj  low^volume  commodity  producJion .  • 
KTcivo  small  pa^nitnti  For  exairipie,  In  a  rcrrni  jtAf  7Z 
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percent  of  produceni  rtcciving  pnynlcnts  received  Jess  than  ^ 
'  $1,000  each,  or  ?I  ^ent  of  total  p«ymenta^io^^U^a^nefs. 

S&me  of  the  conftnodity  programs  of  196p'«  pro- 
dded special  treitment  for  fanners  with  small  allotments.  • 
w.*ilie  Agriculttiral  Act  of  1970,  however,  coxitalncd  a.  Small- 
'kzrm  provision  only  for  cotton.  Smalf-fann  provision^  will 
probably  not  figure  prominently  in  future  farm  conimod« 
ity  progrtros  because  commodity  programs  are  not  highly 
effccfive  in  helping  small,  low-volume  farmert* 

Providing  adequate  family  income  is  ^e  wajor  prob- 
lem facirtg;  in*ny  tow-income  fann  familieij  Sqmc  are 
helped  thr6ug|f  general  public-assistance  or  welfare  pro^  . 

•  grarnsj  M»ny  small,  Ipw- volume  fanncn  have  ofF-fann 
'^employment  to  provide  adequate  inc6(m«>  However,  in' 

some  rudil  areas  th^  opportunities  are  limited. 

Policy  proposals  haye  jnclu<'cd  providing  direct  mcomc 
payments  to  low-income  farm,  fimilie^  These  payments 
may  not  be  related  to  Yatm  cornmodity  production  but 
they  would  baring  family  incjwnc  up  to  some  miivimtmi  ■ 
evd.  Such  payments  could  be  furthet  adjusted  t<>  provide 
_^come  payments  only  to  older  farmers  who  have  little 
opj^rtunity  for  other  employment*  Tbii  wo]ald  overcome 
the  objection  of  payments  being  ulcd  to  pcrpctiuitc  un- 
*.  economic  farm  units,  ►  v 
Po)ici4  and  progr^mw  could  1^  designed  to  JMp  main- 

*  tain  small  farm,  unitiv  Such  programs  would  Jiclp  keep 
people  in  rural  areas  but  also  might  keep  s|>me  families 
on  lower  incomes  than  they  could  earn  elsewhere  in  the  ' 
economy.  However,  small  fanners  produce  a^  irla  lively 
-small  share  of  the  nation*!  farm  output  ahd  this  approach 
may  be  of  limited  importance  in  influencing  the  overall 
organizational  structure  of  agriculture.  PoUct  decisions 
n^ed  to  Consider  alternative  approaches  lo  helping  low- 
income  farm  families /in  the  context  of  how  they  migbt 
reljite  to  the  fu\ure  structure  of  agriculture. 


dilution  Ctontrol^ 


types  of  potential  or  existing  agricultural  pollu- 
n  have  been  Identified  including  crop  residues,  soil 
sedinricntation,  and  livestock  wastes.  Excessive^  >^  qf 
cheinicals  and  fertilizers  in  crop  production  js  one  source 
of  pollution.  Livestock  wastes  are  a  more  serious  Source 
of  pollution  because  of  the  expansion  of  larger  confined 
feeding 'operations;  The  public  is  becoming  increasingly 
concerned  about  this  kind  of  pollution.  Federal  and  state 
policies  are  being  proposed  and  developed  for  pollution 
control.  * 

Current  attention  from  various  government  regulatory 
agendes  is  focused  on  livestock-waste  pollution  abate- 
ment, primarily  because  confined  feeding  operations  *re 
considered  potential  sources  of  pollution  amenable  to 
control. 
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r  Policies  vary  amon^  states  in  the  North  Central  Kc« 
giori.  Water-quality  tegulations  often  aj^ly  -to  livestock 
operations  even  though  they  are  not  specifically  nien-^ 
tioned,  Towa^  Indiana,  Minnesota,  Karisas,  and  Nebraska 
have  passed  legislation  that  requires  certain  classes  of 
livestock  operations  to  re^pstcr  with  state  rqgulatory  • 
.  agencies.  Rcgistrltion  tiitaih  providing  a  detailed  break-  • 
down  of  current  and  proposed  operations  includmg  the 
number  and  type  of  livestock  confined  arid  the  location -> 
relative  any  watercourse  that  is  jfccwvinjg  or  can  receive 
iivestockiviwute  runoff.  An  Ohio  soUd-wastes  law' specifi- 
cally include  agricultxiral  wastes  but  has  been  interpreted 
'  t9  exclude  the  typicid  small-farm  operations  and  to  pres- 
ently include  only  large-scale  livestock  ^operations.  Other 
states  are  proposing' statutes  ,  that  will  enable  a  diitcV 
approach  to  livestock-waste  poUutiop  problenaij 

ImpltcatXQnsfQf  Livestock  Operations 

Current  regalati<ms  and  registry  requir«nents  focus  on 
larger-capacity  livestock  operations.  Agrononiic  reiiearch 
suggests  that  large  Hvcstock  operations  that  assimilate 
^  large  volumes  of  feedstuffs  on  limited  land  bases  create 
^  plant  nutrient-Jand  bas^imbalance.  The  Environmental 
Protection  Agency,  also  recognizes  that-waste-handHng- 
problems  become  progressively  greater  as  fecdlot  «zc 
increased 

The  largcicale  enterprise:  ^  sBll  a  minor  part  of  the 
livestock  industry  in  the  NortJl  Central  Rc^on.  In  1970, 
oyer  75-  percent  of  the  Region's  fed  beef  was  marketed 
from  lots  with  Jest  than  1,000-liead  capacities.  In  1964, 
less  than  10  percent  of  the  dairy  herds  had  50  cows^or 
more..  Mowcvcr,  .the  larger  enterprises  are  increasing  in 
number.^ 

Recognition  of  the  divenity  of  firm  sizes  within  the 
Re^on*s  livestodc'  industry  is  necessary  when  considering 
alternative  methods  of  pollution  control.  Suitable  methods 
of  abatement  may  vary  directly  with  finia  sjae  and  factors 
related  to  firm  size  ftich  as  land  ^availability,  fivestock 
building?!,  handling^  facilities.  Onder  current  regula- 
tions, additional  variable  costs  attributable  to  waste  abate- 
ment have  not  seriously  affected  the  viability  of  any  par- 
ticular* size  of  firm  or  placed  prtjducers  within  a  particular 
state  at  a  competitive  disadvantage,  Iii  fact,  certain  pro- 
ducers have  qualified  for  ASCS  cott-share  monies  to  off- 
set a  po^n  of  the  capital  outlay  necessary  for  the 
ad^uisiUonland  installation  of  retention  Structuijcs  and 
manure  storage  fadlities. 

.   However,  the  enforcement  of  more  stringent  regulations 
that  do  not  distinguish  among  firm  sizes  and  their  asso-^ 
dated  resource  bases  could  impair  the  viability  of  certain 
sizes  of  livestodc  finns  in  certain  production  are4s.  For 
example^  if  *0Pie  type  of  complete  solid-waste  treatment 
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system  ymt  required,  the  initJ'jU  capital  outlay  rnay  be  a 
pittllibitivc  cott  to  500-head  beieWecding  operations.  But 
it  may  Ije  economically  feasitje  for  a  J^0,O0O-head  opera- 
Mon.     •  .     ^  ^ 

*  Another  anuideration  U  a  potable  dilTerence  among 

•  ^states  on  jiolktion-cpntrol  policies.  An  added  cost  to  coiii- 
pty  tyith  regulations  in  one  state  that  do  not  apply  in 
other  states  would  place  those  JivestocJc  produoers  subject. . 
to  regulations*  at  an  economic  disadvantage.  This*  may 
indicate  a  need  for  federal  guidelines  on  {^icies  afTectiDg 
livestock  producers.  Such  federal  guideline;  which,  would 
be  primarily  applicable  to  large-scale  livcitock  enterprises, 
are  now  under  joint  consideration  by  the  tJ5.  Army 
Corps  of  Engineers  smd  the  U.Sr:Ji««^nmcntal  protec- 
tion Agency.  ' 

There  seems  to  be  general  agreement  that  policies  may 
be -needed  for  control  of  pollution  from  livestock  wastes. 
As  policies  are  developed,  recognition  needs  to  be  given 
to  tiieir  impact  on /size  of  the  livestock  opera tion'' and  on  ^ 
enterprises  in  different  state*  or  locations. 


Rural  Development  Policies 

•Rural  development  has  gained  prominence  in  recent 
year*  as  increasing  attention  h'as  been  directed  to  the 
problems  of  the  rural  areas  of  our  nation. 

'Rural  development  i  policies  are  primarily  concerned 
with  improving  employment  opportumties,  incomes,  and 
the  quality  of  life  in  rural  areas.  Thb  seclion  will  be 
Tfstncted  to  rural  divehpinent  policies  that  are  activated 
or  made  effective  by  group  or  community  decisions. 

■Employment  apd  income  opportunities  are  usually  tied 
closely  to  industrial  development  Quality  of  life  factors, 
on  the  other  hand,  are  usually  linked  to  the  availability 
and'  accessability  of  public  services  and  to  environmental 
quality. 

Coherent  national  policies  on  ^ral  development  have 
not  yet  been  activated.  Numerous  programs  of  limited 
scope  have  been  offered,  but  these  have  not  made-possible 
the  development  of  .  .a  sound  balance  between  rural 
and  urban  America"'  which  has  been  a  continuing  goal 
and  to  which  Congress  committpd  itself  in  the  Agricul- 
tural Act  of  1970. 

Consequently,  communities  have  experienced  widely 
varying  success  in  rural  development  efforts  to  date.  Some 
have  made  substantial  developmqjt  progreu  wWle  others 
have  not  only  ,  failed  to  develop  but  have  declined  — 
sometimes  rapidly.  Nevertheless,  commimity  development 
programs  of  various  kinds  will  continue,  and  they  ynW 
have^effects  upoti  the  agriculture  which  they  touch. 

» Section  Ml  (a),  Title  IX,  Atricultural  Act  of  1970. 


Impact  on  AgrtcuUufe 
Effective  rural  development  policies  resulting  itk  off- 
--fann  employment  opportunities  would  make  possible  the 
continued  existence  of  dispened  agriculture  >vhich  is  not, 
of  ,jt3clf,  economically  viable.  Farmers  could  combine 
part-^me  farming  with  nonfarm  employment  and  main- 
tain their  rural  residence.  In  the  short  ran  this  could, 
and  probably  would,  slow  farm  consolidation.  However, 
In  the  longer  run  these  noneconomic  units  might  bo  corn- 
bined  by  rental  arrangements  into  larger  units  built  Up 
of  imall  rentid  parcels,  thus  leading  to  concentration  of 
production  under  tenant  arrangements. 

If  improved  employment  opportimities  resulted  in  sub- 
stantial in-migration  of  ^vorkers,  all  of  agriculture  would 
benefit  from  more  accessible  markets  for  inputs,  improved 
viability  of  social  and  economic  institutions,  and  possibly 
improved  markets.  Increased  competition  fjjr  factors  of 
production  and  possible  conflicts  in  land  us^and  a' fairly 
high  rate  of'sodal  and  economic  change,  would  almost 
certainly  accompany  this  type  of  rural  development,  ■. 

Changes  in  the  structure  of.  institutional  arrangements 
of  support  organizations  such  as  Exttnsiqn^  Servict,  Soil 
Conservation  Service,  the  land-grant  college  system, 
ASCS,  and  others  affected  hy,  revej^ue  sharing  and  goMm" 
tntntal  reorganization  could  substantially  alter  the  vtM- 
ity  of  dispersed  commercial  agriculture,  guch  chan^ 
would  probably  lead  to  mtreased  concentration  In  agri- 
culmre  if  the  resulting  changes  mterrupled  the  flow  of 
information,  funds,  and  technical  assistance  to  the  small 
^  and  average  ii?ed  farms,  thus  weakening  the  competitive 
position  of  these  units.  Larger  concentrated  units  could 
jffbbably  more  successfully  secure  these  services  from  al- 
temative  sources  and  thjis  would  be  more  successful  in 
adapting  to  changing  conditions.  Rural  development 
credit  policies  haying  substantial  import  on  credit  avail- 
ability, could  have  similar  affects. 

Better  public  services  and  facilities  combined  with  more 
equitable  participation  by  rural  communities  in  federal 
grant  and  loan  programs  should  lessen  the  disparity  bc- 
•»  twcen  opportunities  and  amenities  in  rural  and  urban 
areas.  '  • 

To  some  degree  all  these  policies  would  add  somwvhat 
to  the  viability  of  a  dispersed  agriculture.  Yet  it  is  also 
.  time  that  some  of  the  benefits  of  a  rural  development 
credit  package  would  be  capitalized  into  land  values, 
requiring  more  financing  for  entry  into  farming  than  is 
presently  the  case,  thus  weidtening  or  rcdudng  the  l^ng- 
run  viability  of  dispersed  agriculture. 

X)ilution  of  farmer f  role.  In  many  areas  effective  rural 
development  Virould  accelerate  the  urbanization  of  the 
countryside.  In  so  doing,  it  would  proWde  an  adequate 
populatiori  base  upon  which  many  amenities  and  services 
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can  be  provided.  However,  increAted  niinil  popuktiori  ydW 
rrsult  in  competition  for  rcsourcei,  conlUcti  in  l*nd  t«e, 
the  dilution  of  political  power  of  thoiC  cngafcd  in  agri- 
culture,  and  dcraiic  of  roahy  locial  ttmcturef  and  inititu- 
tloiw  held  over  from  the  "good  old  days"  of  the  palt. 

EnvironmfntMl  poticiif.  Environmental  control  will  ht- 
come  an  Increaiing  part  of  rural  dcvclopincnt  Will  the 
^  cooperation  and  conformity  to  ruki  that  will  be  necciwry 

have  different  impacts  upon  one  Jdnd  of  agriculture  than 
another?  The  answer  depends  on  the  participation  and;^ 
adaptability  of  a  diipcrscd  agriculture.  If  thatldni  of 
^  -  agriculture  cannot,  or  will  not,  participate,  the  advar^Ugc 
will  go  to  a  concentrated  agriculture,  foe  the  latter,  by 
its  internal  administrative  mecharusm,  is  comparatively 
well  equipped  to  accept  and  enforce  practices  that  will 
protect  the  environment.  More  information  on  livestock 
pollution  is  presented  above. 

Rural  Development  in  Perspective 

Rural  development  and  a  viable  dispersed  agriculture 
can  supplement  each  other.  Employment  opportunities 
would  give  small  farmers  more  options,  such  as  part-time 
farming  or  taking  full-time  off-farm  employment.  Farmers 
niay  have  improved  access  to  farm  inputs,  including  sup- 
plies, services,  credit,  and  labor,  as  well  as  to  improV-cd 
marketing  services.  These  factors  would  help  mariy  farm- 
ers adjust  to  the  changing  progressive  economy.  On  the 
other  hand,  some  of  the  sodal  diKipline  involved  in  com- 
munity devetepment,  particularly  in  envirorunental  pro- 
tection, will  present  a  challenge  to  a  dispersed  agriculture 
and  might  prove  better  adaptable  to  a  concentrated  agri* 
cukure.  ,  a 

Political  Power  and  Its  Use 

Public  policy  is  the  product  of  political  activity  by  the 
many  groups  in  our  society  with  political  bfluence.  Be- 
cause of  conflicting  goals  among  interest  groups,  public 
policy  decision-making  almost  invariably  requires  com- 
promiie.  Use  of  pofijical  power  by  farmers  and  other 
concerned  groups  determines  which  public  policies  affect- 
ing  agriculture  are  selected  and  how  programs  are  ad- 
ministered. Agricultures  political  power  structure  evolved 
over  the  years  to  support  policies  and  programs  that 
facilitated  the  Industrializatiqn  of  agriculture  and  pro- 
tccted  the  economic '  interests  of  commfcrcial  farmers. 
Until  recently,  agricultural  policy  and  programs  have 
emphasized  and  rewarded  ellicJcnt  production  with  little 
concern  for  the  "people  left  behind**  or  for  those  who 
migrated  to  urban  areas. 


CampCcr  S:  Dorow-— SI 

The  PoUticd  Power  Structure  of  Agriculture 

Agriculture's  political  establishment  includes  fanners 
"  artd  their  general  and  commodity  organiiatiom,  agricul- 
ture committees  of  the  C3ongress,  the  Ui5,  Departroeiit  ol. 
Agriculture  and  itt  related  organizations,  land-grant  col- 
leges and  universities,  and  agribu«ncss-input  luppUexs,  • 
marketing  firms,  and  banken.  These  divcnc  groups  da 
not  agree  on  all  agricultural  policy  isiues.  For  example, 
input  suppliert  and  marketing  firroi  tend  to  favor  hi|h- 
_volume  production  while  farmers  accept  rtstrictiotu  on 
^.^Koduction  for  better  prices  and  incomes.  However, 
^  alliances  and  coalitions  arc  formed  to  work  toward  com- 
mon policy  goals. 

Major  federal  farm  programs  resulting  from  agricul- 
ture's political  activity  arc  research  and  education,  lOtl 
and"  water  conKrvation  and  dcvek)pment,  credit,  rural 
electrification,  market  regulation,  and  progranM  for  farm 
homcmaken  arid  rural  youth-  Benefit*  from  these  pro- 
grams have  accrued  mainly  to  conuncrcial  farroen  as 
vrould  be  expected  from  the  composition  of  agriculture's 
political  power  bsie.  These  programs  help  make  it  pos- 
sible for  consumen  to  enjoy  an  abundaiit  supply  of  nu- 
tritious, relatively  loW'COSt  food.  Young  people,  raised 
and  educated  by  rural  families,  are  a  subsidy-in  reverse 
to  urban  areas  exceeding  in  value  tbe  cost  of  all  federal 
farm  programs  since  their  inception. 

Otiver  programs  administered  by  the  USDA,  such  as 
food'Stamp  pcograms,  meat  inspection  and  grading,  regu- 
lation of  pesticide  and  hormone  residues  it^  food,  and 
m;untenance  of  the  national  forests  primarily  benefit  norf- 
farm  people.  Although  farm  leaders  may  protest  that  the  / 
cost  -  of  these  programs  is  regarded  erroneously  by  many 
people  as  benefits  to  farmers,  programs  mainly  for  farm- 
ers gain  more  political  Support  when  consumer  programs 
are  usually  included  in  the  farm  legislation  padcage* 
Agriculture's  political  power  might  be  weakened  Kriously 
by  transfer  of  these  consumer  prognuns  to  other  federal 
agendes  or  by  a  govemrrient  reorganization  that  would 
-remove  certain  functions  from  the  tJSDA. 

Sources  of  Power , 

Agricufture  Will  rttain  considerable  political  strength 
from  it<  traditional  sources  in  future  agriculturJl  policy 
development,  bvft  the  old  power  structure  will  not  be  able 

-  to  function  as  it  did  in  the  past.  The  economic,  social,  and 
political  environment  is  constantly  changing.  Stability 
will  be  as  abnormal  in  the  next  100  years  as  in  the  past 

,  century.  Some  of  the  pld  attitudes,  ideologies,  arid  inftitu« 
tions.  have  outlivtd  their  usefuhess.  Agricultural  leader* 
ship  needs  to  adjust  to  the  political  realities  of  the  107O's 
oP-<Gffer  further  loss  of  support  Major  obstacles  'to 
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duniee  are  prcjudic*,.  mdiffcrcnw,  ignorwK*,  Uck  of 
initlativcj  And  fc«r  of  the  unknown.  i 

Political  power  in  tbc  United  Statci  u  Urjely  baled  on 
pe<>pSe  tnd  property.  Farmert  have  a.  relatively  «naller 
political  power  hue  as  our  econcyny  ^rowi.  Our  popuU- 
tlon  u  now  more  thstn  95  percent  nonfarm  and  will  be* 
come  even  more  concentrated  in  large  metropolitan  areas 
«nlcj»  thii  trend  is  mxtsed  by  manive  relocation  and  ^ 
dispt'rsion  efforts.  Reapportionment  of  the  Congress  Isnd 
state  Icgiilatures  according  to  the  one  man'  one  vote 
principle  shifu  political  itrength  to  cities  and  suburbs 
after  each  population  ceiwus.  Rural  domination  of  state 
and  local  gov  crmnents  will  soon  be  gone  as  it  is  already 
«t  the  national  level.  Few  itrategic  positions  in  Congress 
arc  prciently  held  by  rcspresentatlvcs  from  predominantly 
rural  diitricti  and  few  such  distrJcli  remain.  Executive 
pcgver  hu  increased  relative  to  that  of  Congress.  At  times 
the' Office  of  Management  and  Budget  (formerly  the  ' 
Bureau  of  the  Budget)  seems  to  have  more  influence  on 
farm  progrjim  s^dministration  titan  does  tlie  Secretary 
of  Agriculture. 

ConunerciAlizatioi!  of  agriculture » the  end  result  of 
individual  farmers*  decisions^  application  of  technology, 
and  past  public  policies  for  agriculture assures  an 
abundant  supply  of  low^ost  food  to  American  consumers 
which  is  taken  for  granted.  But  most  mban  people  Agree  - 
that  farmen  are  entitled  to  fair  returns  for  their  labor, 
manAgcrheniiOAod  investment.  Reports  by  Presidential 
commissionSi  television  docunientarics,  and** 'rnagaicines 
and  newspapers  have  focused  public  atteittion  oii  rnaU 
nutrition,  rural  poverty,  and  the  plight  of  the  migrant 
fann  worker.  Critical  publidty  about  die  liigh  percentage 
of  farm  program  paymcnis  made  to  larger  commercial 
farmers,  however  justified  on  other  grounds,  may  divert 
attention  from  the  fact  that  programs  based  on  commo(li- 
ties  and  land  cannot  also  lolve  problems  of  malnutrition, 
rural  poverty,  and  declining  small  towns.  Iligh  incomes 
on  commercial  farms  n6  longer  assure  protpcrous  rural 
communities  with  even  minimally  adequate  private  and 
public  services. 

Chaiiging  Policy  Issues 

The  political,  social,  and  economic  climate  is  such  that 
urgent  and  reasonable  public  policy  goals  of  other  rural 


people  must  be  recognlted  even  though  such  may 
be  incoraistent  with  those  of  commercial  farmers  «ind 
agribusineii,  ~ 

Commodity  programs  will  continue  for  several  years 
provided  that  farmers  do  not  press  for  changes  that  tif- 
ntBcimtly  increase  government  costs.  Agricultural  credit 
programs  will  be  modified  suid  improved  to  serve  the 
fininc  W  needs  of  modem  agriculture  better.  Farmers  will 
be  encouripgcd  to  bargain  collectively  for  better  terms  in 
buying  and  selling.  Agricultural  trade  policy  will  cmpha* 
size  more  aggressive  dTorts  to  maintain  aiKl  expaitd  com- 
mercial exporu  of  farm  products  so  that  the  VJ5.  may^ 
no  longer  play  the  role  of  residual  supplier  to  the  workl 

Policies  and  programs  to  improve  the  quality  of  rural 
life  will  finally  be  separated  from  commercial  farm  policy. 
Rural  people  will  participate  more  fully  in  programs  to 
provide  better  housing,  community  facilities,  h«lth  scr* 
wees,  education,  employment  opportunities,  and  a  mini, 
mum  family  incixnc.  The  economic  and  social  condition 
of  hired  farm  workers,  especially  migrant  labor,  will  im« 
prove  bccauie  urban  and  labor  representatives  in  Con* 
gress  have  the  political  power  to  extend  protection  of 
tabor  legislation  to  farm  workers. 

Other  policy  issues  affcctln|f  fartnert#  hat  of  even  more 
concern  to  all  people,  and  already  on  tbe  legislative, 
executive,  and  judicial  agenda  of  national,  state,  and 
local  govemiiients  include  food  and  nutrition  programs, 
soil  and  water  comervatlon,  control  of  air  and  water 
pollution,  protection  of  wildlife,  and  expanding  demaruls 
for  re<freational  facilities  and  space  for  livini^. 

Decisions  rrwde  on  these  public  policy  issues  through 
our  political  procca,  along  with  private  dedaioni,  will 
hav%  mudi  to  do  witli  "who  will  contiol  U.St  agrkuU 
ture."  The  deccntnlized  structure  of  political  power  can 
be  used  by  rural  peopks  to  acliicve  thejr  goals.  Current 
pressures  and  the  fluid  political  situation  provide  the 
opportunity  to  dcvek»p  effective,  responsible  public  poli- 
cies for  rural  America  with  broad-baKd  support  The 
price  of  political  support  is  political  partidpation.  Farm- 
ers and  other  people  must  become  nwrc  actively  iiwolved 
in  politics  if  they  are  to  gain  enou|^  political  power  as 
a.mintivity  group  to  liave  any  significant  influence  on 
public  policy. 
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7.    CONTROL  OF  AGRICULTURE  IN  PERSPECTIVE-^ 
ASUMI^fARY 


Jack  Armstrong,  p0^irCc0p€r4Uiv€SiTvice,  USD  A 
J.€Mrrol[BoUum,Purdu€UnitfirsUy  ■  , 

'  Hm  MdT  tktfktf  Wliifi  *l|»jttdicr  the  kigUichlf  U  fft\\%m  t\w^Utu  Hm 

jMtlMn  unphMitr  fSkM  wdm.  pmcut  ytHrici  art  mWm^tiky  6mf^  di«  f«roei  ' 
MW  k  MMdMi  M  Hi^kuhnre  wiH  futiwiic.  They        mrt        that » iii#re 
ce«(rjii«4t  jfTioiHiue  w«mM  cmfenn  !•  f Mmm*  Mm  f«r  Mre  secwrky  mhI  \m 

pffwdkictMH  Ml  tlM#c  wcju  wkcfc  dhijicfsMM  itSI  wtJiti»  Fmtm  #pCfM#Ctt  kl|Mt  iiipH 
pKm,  ami  iMrltcHaf  ifncicf  liiM  fitm'  tn^HiMM]  djiifcrnJ  sfiktiHiire  ilitwidt 


MANY  rAiiM  drniAtoful  are  rxpraMig  inereAiins  coit* 
crm  ovTf  the  poi»ibIe  fmurr  direction  of  «gritul» 
lure.  Thf  ir  concrmt  are  primarily  rtlatcd  to  Vfhat  in»g!it 
be  claited  M  (t)  tlw  r^yijJty  incieau'ng  aixe  of  famw  and 
(2)  the  prriwrc  for  coordination  of  agriniltural  produc* 
tion  by  forccf  outikfc  of  farming.  Naturally  t^hnological 
dcvtk)pmfnU>hjive  influenced  teth  lhe*e  dnelopmenU, 
llie  author*  of  thii  publication  titve  lilted  and  deicribed 
Ikw  variom  factoid  hA\'e«infltienced  and  are  irif!uencinf< 
t))e  production,  proceiiinif,  marketing;^  and  dutribution  of 
food  and  fiber. 

Pressure  for  Increased  Size 
and  Ckwrdination 

Farm  (^ratort  would  undoubtedly  be  concerned  with 
jutt  the  trend  toward  increaied  farni  size  e\'en  if  tl>ere 
were  no  ptenurci  for  increaied  coordination  from  outiidc 
agriculture*  Similarly,  they  would  be  foncemcd  with  the 
preiMire  for  increased  coordination  of  production  with 
odttr  itept  in  the  food  chain  ewn  if  there  were  no  in* 
crcaief  in  farm  lixr.  However,  pcoducen'are  faced  with 
a  comt>JnatJon  of  tbeic  two  developinenta,  ; 

To  lort  out  all  ttie  factors  and  their  direct  impact  on 
either  increasing  farm.iiie  or  increased  prenure  for  a)« 
ordination  is  probably  imtxMiible.  However^  an  attempt 
should  be  made  to  separate  those  factort  that  have 
contributed  primarily  to  farm  siae  and  those  that  have  , 
contributed  to  pressure  for  total  production<markettng 
coordination. 


Contributions  to  Increaied  Farm  Siaee 

While  the  labor  force  per  farm  hat  remained  essen* 
tlally  the  nune,  productivity  per  worker  haa  mcn«sed 
substantially.  This  has  come  about  through  the  use^ 
\tT%tv  machines^  highcr^yielding  crop  varieticSj  and  in* 
ctrased  eflkieiKiM  In  animal  production^  All  these  devrU 
opments  have  permitted  the  farm  operator  with  auflkient 
management  capability  la  obtain  access  to  adequate  eapi* 
tat  and  information  to  continually  increfse  the  siae  and 
scope  of  hii  operation.  At  a  nsult  of  the  combiniKion  of 
factors^  productivity  per  worker  in  agriculture  Has  »> 
creased  200  percent  since  1950.  This  has  of  ten  occurred 
i^t  the  expense  of  tl)e  smaller  farm  operators  wHo^  without 
sufficient  capital  and  management  capacity*  have  ibund 
off'farm  opportunities  more  desirable  than  remaining  on 
their  farmi^ 

Production-Marketing  Coordination 

The  willingrtess  of  some  producers  to  becon>e  part  of 
an  integrated  productioo<processu)g  marketing  system  had 
also  contributed  to  increased  farm  siie  in  producing  some 
commodities.  The  dominance  of  large*icale  units  in  cer» 
tain  commoditiet  attd  the  trend  toward  incttased  farm 
%m  U  discussed  in  Chapter  I.  Whifc?  cooceniration  of 
pn)ducti6n  on  targe  units  i«  not  unlfoctn  by  t;^^of  farm 
or  by  area,  the  trend  toward  largeHK^  umts  »  evident 
ahnost  universally.  More  than  half  the  farms  in 
focnia^  Ariaona,  and  IFJorida  have  lalea'of  |100/)00  or 
more.  M^rt  than  three^fourths  of  vegetables,  potatoes, 
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and  iMgftr  bccta  «m  product<!l  on  «  few  thounmd  f«nm. 
fmiltiy  pnxluc^  And  cattks  feeding  %tt  other  enirr' 
pTMCt  with  rectnt  trend*  tow«rd  Urfe^ale  units  con* 
trollinff  or  producing  a  high  percentage  of  the  tot«t 
output. 

A  Dfapf  rscd  or  Conccntr^itcd  Agriculture 

A  further  ide*  of  what  u  occAirring  in  agriculture  rwy 
bft  expreMcd  by  moving  from  «  diiperied  to  a  more  ron* 
^    centratfd  agriculture,  ^fhii  i«  a  movemtnt  from  a  litua* 
(km  with  a  large  number  of  reUtively  Mnall  pcoprietaiy 
uniH  io  a  lituation  where  deci«ion  ml«  in  reUtivtly  few 
handf.  Diipenion  and  concentration  in  agnculture  may 
-        Ulie  aeverat  fo«m.  For  example,  a  conceniraled  agri» 
culture  leavet  Httlo  room  for  th«  propnctary  owner- 
4  ^    y  operated  fann.  Any  Jiind  of  concentr aied  agrkulturc  hu 
'I  «    different  implicatiom  for  pttxlucen,  for  finrni  lupplying 
"  tnputft  for  fimu  marketing  pcoducti,  and  for  coniumen 
than  doff  a  diapened  agriculture. 

Tha  authon  in  Chap4tr  t  liit  lix  reaaont  why  th«  tradf« 
tional  diipened  ofglinixation  of  agriculture  ia  threatened. 
Theaeare:  • 

*  The  increaiiyg  technical  complexity  of  farming. 

•  Peniitent  preiaurt!  for  voluwfe  production. 

•  'The  Karcity  of  landi  cotipled  with  growing  needi 
for  land  for  purpoaea  other  than  faiming. 

*  Th«  effect  cf  tax  lawa  and  nitei  malting  !t  relati\-ely 
eaay  lor^  nonfatm  inveitofs  to  outbid  farmeis  for  land. 

•  Th«mifKtfitypoaitionof  fartnera« 

#  Th«  ptrmit  put  upon  farmeii  to  become  a  iuba«di> 

•       ary  unit  in  tar^r  buainen  organizational  themaelvea  often  - 
built  Upon  mercliandiiing  i(n(tcgy. 

'  Af  agriculture  movet  incrtaiingly  toward  a  more  con^ 
centrated  ilructun?,  ll»  ipecific  intcreiti  of  \uritKii  groupi 
become  more  clearly  cfefihed.  For.  example,  tliere  are  now 
ipedfic  claiaei  of  hired  farm  Jaborcn,  tenant  opeiatora, 
marketerii  and  input  auj>plien  to  irrve  tlic  ipedfic  needi 
of  large  agrlcuUuraJ  production  unitt. 

The  publici  wluch  both  coniumea  farm  producti  and 
flnancet  farm  programi,  leemi  Concerned  with  two  major 
iMuea.  TImm  are  (1)  ft  desire  for  wholeiome,  witritioiM, 
aafe  food  at  relatively  low  coH  and  (2)  a  coticem  for 
long  term  goali  luch  as  cottieivation  of  land,  and  a  tt^ 
•pect  for  farnien*  aipiratiotii  for  botli  kcce ptabk  income 
and  ()n)prfetaiY  itatui.  In  many  areM  cot)f(icU  artie  be* 
«  twtrn  thoae  who  want  to  mainttin  more  dispersed  pro> 
*     duction  and  thoie  wlio  fa^vr  greater  concentration. 


Inputs  in  Agrictdturtd  Production 

and  AfMf kiting  •  * 

ActtMitHlity  to  land  ia  baaic  to  tha  production  of  moaC 
agricultural  coanmodiliet^  Baaic  US.  laikl  development 
and'iettlement  potkte*  and  programi  haw  bi«ti  and  art 
imtrumcntal  in  getting  land  into  a  large  nuniiier  of  «nall 
hoklingi  M  oppoaed  to  large  individually  owned  tracts. 
Thiii  in  eMfiice,  gaya  riie  to  a  diiperttd  agricuHurr. 
While  diipertion  eontinuea  to  be  a  baaic  national  p^lky, 
recent  developments  in  tha  formation  of  corporationa  ami 
changaa  in  Income  taxlawtaeem  1o  thwart  thi*  policy/ 

However,  thii  baaic  policy  haa  peobably  tended  to  keep 
farm  aiaa  down  with  the  exception  of  aome  large  outaide 
invtitmenti,  both  private  and  cocporate,  targe  areaa  of 
undettlaped  agriculturaJ  land  art  no  loogfr  ava'dable 
and  the  paat  ajid  prtaent  ownenhtp  patterns  make  it 
diffkutt  to  aaimibte  large  tracts  of  hnd  for  extemive 
agricukural  operations.  In  the  future,  ke«n  competition 
.  for  land  auitaUe  for  agricultural  production  will  probably 
continue. 

Access  to  rcaearrJi  and  knowledge  it  important  to 
the  maintenance  of  a  diipened  agticuhure.  Limiting  the 
availability  of  reaearch  to  only  a  few  provides  them  with 
a  decided  competitive  advant^. 

The  basis  for  a  smoothly  functioning  dispersed  agri> 
culture  is  accurate  and  timely  dissemination  of  price 
information  for  products  and  inputs.  In  a  concentrated 
agriculture,  market  luwwiedge  tends  to  become  more  lim> 
ited  and  the  advantage  of  accurate  and  complete  market 
knowledge  rests  with  larger,  more  strongly  financed  opera> 
tions  that  can  gather  «nd  develop  their  own  product 
market  gr»des  and  prices.  JPasf  policy  has  be*n  for  a* 
publicly  supported  market  news  and  information  service 
to  inform  buyers  and  sellers  of  market  conditions  and 
prices.  The  more  concentrated  agriculture  becomes,  the 
more  difficult  it  is  to  collect  and  supply  this  information. 

Capital  is  an  important  and  necessary  input  to  agri* 
culture.  Access  to  capital  by  all  siae  units  is  important  to 
maintaining  a  dtipmcd  agriculture,  Making  available 
credit  or  capital  to  only  larger  siaed  ur^ts  wouM  be  a 
distinct  adMtntage  to  ttiem.  Ifowevrr,  the  presently  wide 
range  of  available  credit  sources  to  ^11  aiae  units  generally 
makes  ade<iuate.cajHtal  available  throughout  agricultute'. 

In  the  dispenwl  type  agricuhure,  which  we  have 
had  in  the  past,  producers  have  been  encouraged  by  vari» 
ous  means,  legislative  and  other,  to  organixe  for  group 
action.  These  activities  ha\i!  resulted  in  the  formation  of 
banks,  purctuuing  co<»ps,  marketing  'co^,  bargaining 
associations,  and  service  cooperatisTs.  This  policy  will 
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proMl)^  continue  unatMted  m  long  iif  •grkultute  re* 
mAuw  diipened«  However,  a  decided  movement  toward 
a  much  more  coocemr«t^4<giicu!^ure  voukl  probaMy 
itimt  in  nitny  of  tiiete  orfitnizationt  coming  under  in- 
creaiedrrgylationoriuperviwoii.  « 

Thil  tnovrment  towiktd  a  |oncentiited  •gikwUure  tt^ 
jHilti  in  hired  Ubor  becoming  nn.increaiingly  ittipbctant 
factor.  Such  itcmi  m  winiraum  wagci,  emjiiojTe  ufety, 
labor,  management  reUtioni,  and  work  diinjpiiom  $11 
becocnc  facton  t!wrt  muit  be  conwdeml*  Increaied  Ubor 
coits  lend  to  reduce  lome  of  tlte  poMibk]  advantagef  of  ^ 
a  cofkentiated  agriculture  becauie  hired  f«nn  Ubor  it 
of  tcM  importance  ai  a  fxctor  in  a  dilpened  «gricu1turer 

Taxes  and  Capital  Acquhilion' 

Numeroui  other  policiei  have  sn  inflwcnoe  on  the 
movenjent  of  igricuhuTB , toward  a  dlipened  or /fl>ore 
coocenlriHed  type  of  itmctur*!  arrangwnent  Income  tax 
poticiei,  the  lianOlmg  of  capital  gains  and  iovettn^ent 
credit,  the  attractivenen  of  agriculture  lo  outiide  capital, 
tlte  eflTect  of  tax  pcogrami  for  f«mi  expamion,  and  liund 
reclamation  or  improvcmf  nt  all  htve  tlieir  effect.  In  addi» 
tion,  policies  thit  tf nd  to  reduce  riiki  from  price  Juctua» 
tionijjpcoinc  miintenancf,  crop  inwrance,  government 
program  payment  limiutiom,  imall  fann  benefttii  pctlu* 
lion  control  piogramij  and  cff^farm  emplo}nient  oppoT' 
tunitiei  liave  lome  bearing  on  tiie  mmement  iow;|m^a 
more  diipened  or  a  more  cotKentrated  agriculture,  T^t^ 
factors  and  their  possible  consequences  and  tHIIuences  are 
discussed  in  Chapter  6. 

Access  to  Markets  , 

Agriculture  is  becoming  influervced  and  pressured  by 
a  maiket  oriented  system*  For  many  commodities,  \K  is 
necessary  to  tiave  prearranged  k^ess  to  markets  for  prod> 
ucts  before  they  are  produced.  As  long  as  agriculture  was 
basically  diiperscd,  liaving  access  to  markets  was  of  little 
consequence  because  there  were  always  buyers  for  the 
output  of  the  many  imaJI  produclkift  units.  Tliis  t>J)c  of 
production  syttcm  gave  rise  to  a  widely  dispersed  market' 
ing  S)ttera  accessible  to  all  producers  targe  central  mar^ 
kts  also  developed  is  in  (lie  case  of  livestock,  fruiU  and 
vegetables,  and  grains  wliich  were  easily  serviced  iri  teitni 
(A  rfgulaUng  practices,  in  collection  and  dissemination  of 
iitf6rmation,  ai^d  in  assuring  access  to  all  producers^ 

As  agriculture  becomes  more  concentrated  and  as  /aim 
units  become  Urgtr,xand  as  agribusinesi  Brms  become 
more  specific  and  alsertive  in  tlieir  market  requiiments. 


^  i^g^    Armitrogg  and  Bgtum 

accessibih'ty  to  markets  becomes  increaiingly  unportaot 
Two  optiortf  that  farmer*  have  relative  to  marketin|p  Sn 
the  future -are  discussed  in  Chapter  5.  These  are  (1)  Id 
preserve  access  at  iiulfviduak  in  an  open  market  ayilcm 
or  (2)  to  seek  protected  market  access  through  group 
actions* 

It  ts  noted  that  if  farmers  are  to  protect  their  future 
as  individuals,  they  roust  (1)  prevent  vertical  iAtofiation, 
^  (2;  keep  corporations  from  farming,  (3^  maintain  openly 
'  competitive  matkeu;  and  (4)  avoid  disniptiona  by  labor 
disputes*  In  addition,  farmers  must  avail  themselves  of 
suificient  market  tntelligeiKe  in  a  form  that  scrvaa  their 
need  and  nuirkets  must  be  open,  fair,  jind  nondisaimina* 
tory  by  aue  of  producer  and  provide  for  sufficient  policing 
to  nuiintain  competitiveness  and  provide  a  means  of 
settling  disputes.  ^  ^ 

TUt  se^HK)  alternative  Xmk  farmers  may  pursue  to 
maintain  access  tp  markets  is  by  ifrbup  acUora  in  either 
dL  two  wayti  'Htese  are  (1)  vertical  integration  through 
cooperatives  or  (2)  horiaontal  bargaining  associatiOM. 
In  essence,  the  overall  strategy  here  is  for  farmen  kttum 
to  group  action  as  a  reptacmieflt  for  the  open  mar)iet> 
Troduccrs  would,  through  \Ttfjous  arrangements,  rel»n» 
quish  (heir  individual  rights  to  arrange  for  sale  to  cooper^* 
ativts  or  bargain  through  bargaining  associations.  In  a 
concentrated  agricnlture  where  the  cooperative  or  bar- 
gaining association  became  the  producer's  only  acoeis  to 
market  there  woukl  probably  be  some  t>pe  of  government 
regulation  with  respect  to  pricing  prKtices  and  ^olicicsL 
Producers  may  want  to  explore  various  other  altema* 
ttve  methods  of  marketing  and  pricing  that  Incorporate 
elements  of  botli  open  and  cooperative  marketing  and 
pricing  s>items,  Th^  might  include  such  modifications 
as  a  market  for  toog  term  product!^  contrKts^  a  imar« 
keting  board,  or  an  auction>type^centraliied  eachikhge. 

Security  or  Indipendtnci? 

The  moven^t  from  a  disposed  to  a  more  toncen* 
trated  agriculture  woidd  generally  conform  to  farmers' 
desires  for  more  security  and  less  risk.  On  the  other  hand, 
«Kh  an  agriculturer  ivouk!  conflict  with  tlieir  wishes  for 
n  ptopfietory  independence.  Farmen  who  are  adverse  to 
group  actions  wouid  not  welcome  tli«  pressure  they  wouM 
e\%ntmdly  fpel  from  batgining  assoctations  or  unions.  This 
prenur^  would  tamish  farmers*  cherished  principle  that 
given  eq\ial  opportunity  and  a  fair,  lionest  market  systenij 
tliey  can  earn  iheif  reward.  A  concentrated  agricuhuee 
would  almost  cerulnty  reduce  Jfie  quality  of  opportunity 
further.  '  '  • 
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Vn\m  prptent  policif i  tre  luUtjmtij^U)^  altered,  very  invoKed  »nd  tUr  inablli! o(  jomc  familifi  <o  Hoik  lO' 

/#M^  foftcii/  rgmtins  ctri  hi  MdvMCid    pudict  tktt  tht  gather  in  loMng  tlit  intervene nnjon  tianifef  oCfArm  units 

/arm  now  tn  molion  in  MttUuUurt  itiU  suhi'tdi  in  thi  Will  fi;rulta!]y  work  Ut  (Ik*  nd^imtij^fr  of  UrirMcalf ,  km 

ftfut  .fulHte,  In  fact,  torn  Kktiiiiu '  belk w  (hat  new  farany  or ifntfd,  cntrcprenf unal  f ontrc:>l  of  agrkuliural 

technology  In  Umuug  will  be  atJopted  at  an  mn  fttter  *    output.  Ttic  forces  impoicd  from  (hf  proccMing,  market^ 

rate  in  ihc  nejit  tm  (kcatjei.  Most  of  i\\Hc  tKw  (kvelo^  ing,  atul  (liitributkm  section  will  also  further  this  IretKl, 

tnenti,  hke  manV  in  thf  jjai^t,  will  requirf  incrcaset!  si??,  j)artifulatly  for  (Jwsc  farm  fommodities  ihai  are  wnpor. 

more  capital  ami  tnoff  loj^tiistkatcd  managtment,  untaomponerfts  of  an  m(egTatcd  food  producdon  roar* 

At  a/f  ef  Ihtst  fotces  conmx/,  it  h*tccmts  mon  ii/l>  ket  ser\k:ciiJ!em. 

luU  (or  MH  iPtWtn/Mf  to  hfcomi  tiltblhhtd  *ni  iomptli  In  the  final  analyiis^  the  public  at  largf  also  hai  an 

matvjuUy  in  commenud  l$rmlkg  Some  family-owned  interest  in  who  will  contr(^  l?,S.  agriculture,  Ihe  public 

partnerships  aiHi  cc>*}K)fations  and  a  number  of  sole  pro*  <    interest  may  focus  more*  on  pliilosophir  and  social  valyes 

prtetofthips  vfjll  be  able  to  con(rol  Uie  resources  needed  rather  dan  on  econoniif  ones  because  abundant  produc» 

to  Ofganiic  an  efficient  farm  busineia  operation  for  some  *    tion  of  food  products  is  likely  under  eiilier  a  dispersed 

time  to  cc'We,  Howntr,  the  problems  of  settling  «tates  .    (!»fConccn(rat«l  system, 

wliere  Urge  amounts  of  capital  aiul  high  estate  tajies  are  * 
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FOREWORD 

Efficiency  und  cotnpetltl/e  Btlmct  of  thtf  ftmlXy  farm  has  been  a  live- 
ly topic  £ot  xnore  than  #  dtcad«.    Advooatei  fear  the  family  farm  cannot 
continue  to  compete  againat  larga-^acale  .farma  with  their  high  degree  of 
mechanization  and  apparent  uae  of  advanced  technology*    It  generally  haa 
been  aaaumed  that  family  fama  have  higher  coata  per  unit  of  output— 'buih* 
el|  bale,  ton--tHan  large-icale  far»a»   To  teat  that  hypotheala  waa  the 
purpoie  of  the  atudy  that  reaulted  in  '*£conoailea  of  Slse  In  Farming", 
AER- 107  published  5 "yeara  ago.^ 

In  the  report ,  Dr*  Kadden  had  pulled  together  and  aunnarltcd  the  rc« 
search  results  of. many  Independent  studies  that  directly  or  Indirectly 
had  dealt  With  the  economies  of  size  in  farming.    Kadden's  selected  list 
of  referencesi  included  138  Items',  and  X  am  sure  he  used  many  additional 
jnanuscrlpts  that  had  not  yet  been  publlahed.    His  central  conclt^slon  was 
'that  full-scale,  fully  mechanized  one**man  or  two-suin  famts  achiiKre  Most 
of  the  Economies  due  to  site  of  operation*    Their  costs  pmt  unltlof  out- 
put are  equal  to  or  lower  than  those  of  much  larger  fatming  operations* 

While  the  data— the  numbers—are  now  a  bit  out-of-date,  the  basic 
relationships  and  the  conclusions  reached  In  the  original  manuscript; are 
still  valid.    The  findings  and  conclusions  have  not  been  invalidated  by  " 
more  recent  studies  such  as  AER-216  **Mldwestem  Com  Fams:  Economic 
Status  and  the  Potential  for  iarge  and  FaTilly-Slased  Units"— In  fact,  the 
two  publlcatliDns  are  coou)lemcn^4ry«    Hotfeover,  no  other  research  xieport 
has  come  along  to  take  the  place  of  AER-107,  which  Is  still  the  Standard 
reference  on  the  subject.    We  continually  refer  the  public  to  It*  The 
report  Is  In  great  demand* 

It's  for  these  r^sasons  that  AE1(-107  "Economies  of  Size  In, Farming" 
Is  being  republished  at  this  time*/ 


Warren, R*  Bailey,  Deputy  Director 
Farm  Production  Economics  Division 
Economic  Research. Service 
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mCHLIGHTS 


Selcctcd.itudicfl  of  the  cconomiiss  of  size  in  crop  production,  ipecialized  beef 
feedl^ts,  and  dtiry  farms  were  reviewed.  The  theoretical  basis  for  analyzinff  econ- 
omies of  aUe  was  discussed,  and  several  alternative  analytical  procedures  were 
examined* 

■  ,    ■  * 
The  an^ytieal  procedure  that  provides  the  most  reliable  results  in  studying 
economies  of  size  in  farming  is  the  syntheUc-flrm  or  economic-engineerinir  approach* 
When  the  farm  organization  includes  relatively  few  choices,  this  type  of  analysis  may 
b«  done  through  manual  budgeUng*  But  when  more  complex  farming  operations  are 
analyzed,  linear  programming  is  helpful.  Choice  of  a  residual  claimant  (the  factors 
that  absojrb  profit)  strongly  influences  the  height  and  shape  of  the  average  cost  curVc. 
tor  example,  as  more  factors  are  included  in  the  residual  claimant,  total  cost  is  re- 
duced, thus  lowering  average  cost. 

A  modified  concept  of  the  farm  firm-viewing  the  farm  as  a  goods-.and-ier^^^ 
firm-.provldcs  a  realiitic  basis  for  explaining  the  persistence  of  a  relatively  large 
numljer  of  small  farms  and  part-time  farms.  This  concept  also  iielps  to  account  for 
the  rising  importance  of  custom-hired  farm  operations. 

A  number  of  studit-s  of  erOp-farmi^g  Situations  in  various  States  were  Reviewed. 
In  most  of  these  situations,  ajl  of  the  economies  of  size  could  be  achieved  by  modem 
and  fully  mechanized  1-man  or  2-man  farms,  » 

Three  studies  showed  1-man  farms  were  capable  of  achieving  average  costs  as 
low  as  any  larger  size.  In  the  pro<luetion  of  cling  peaches  in  California,  average  cost 
was  found  to  be  a  minimum  as  orchard  size  reached  00  to  110  acres— basically  a  1-man 
operatlon-when  mechanized  practices  were  useJi.  The  utmost  efficieney  was  attained 
by  a  highly  mechanized  440-acre  irrigated  cotton  farm  In  Texas  and  a  1,  GOO-acre  wheat- 
summer  fallow  farm  in  Oregon. 

■4 

Studies  of  Iowa  crop  farms  and  crop-livestock  farms  in  the  1-man  and  2-man 
size  range  were  reviewed.  When  full  ownership  of  all  machinery  was  assumed,  2-man 
farms  were  fdund  to  be  mo^^e  efficient  than  1-man  farms.  But  when  Uie  hiring  of  timely 
and  reliable  custom  service  >fras  considered  fo|}»  certain  field  operations,  the  average 
cost  per  unit  of  output  for  the  smaller  farms  was  reduced  considerably.  Under  this 
assumption,  the  1-man  farms  wore  nearly  as  efficient  as  2"man  farms. 

.       *  ■  % 

In  a  study  of  vegetable  farms  'in  the  Imperial  Valley  of  California,  farms  of 
less  than  640  acres  wore  found  to  be  nearly  as  efficient  as  larger  sizes.  Among  field- 
a^nL        ^"  ^^^'onomics  of  size  were  found  to  occur  vp  to  about  1  500  to 

A  000  acres.  Custom  hiring  was  found  to  bo  very  advantageous  to  smaller  farms  in 
this  area. 

y^l^^^  ^^^^^^  California  studies  revicfwed  gave  similar  results.  Cash-crop 
farms  in  Yolo  County  achieved  l&west  average  unit  coat  at  a  farm  size  of  GOO  to  800 
acres,  producing  sugarbccts,  tomatoes,  milo,  barley,  alfalfa,  and  safflower\  In 
Kern  County,  farms  producing  cotton,  alfalfa,  milo,  and  barley  achieved  their  low- 
est average  cost  at  about  640  acres.  Cotton  farms  In  the  li^t-soils  area  of  Fresno 
County  were  found  to  bo  most  efficient  at  about  1, 400  acres,  while  farms  in  tlie  heayv- 
soils  area  of  the  county  achieved  their  greatest  efficiency  at  700  acres. 
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Even  ihiOixtg^  moit  of  the  itudiei  «how  that*ftU  the  economlei  of  size  may  be 
attained  by  moderate  »iz^  farma,  they  alio  ahow  that  total  profit  riky  frequently  be 
Increaaed  by  extending  beyond  the  moat  efficient  size.  However,  tmcertainty  and 
management  problema  often  become  troublesome  aa  farma  become  very  large.  TMs  . 
may  discourage^  farm  enlargement  in  many  casei. 

In  specialized  beef  feeding  bualneaaeB,  the  atudiea  reviewed  fqund  that  neax^y. 
all  the  economics  of  lize  are  attainable  in  an  intermediate  aize  range  of  1^  500-  to 
5,- 000 "head  capacity.  Beyond  thli  lize  range,  the  average  coat  curve  continuea  to 
decline  Blightly,  but  the  aavingi  per  head  are  relatively  imimporttnt— in  the  range  of 
%l  to  $2  per  head  fed.  Slight  reductions  in  the  price  of  feeder  cattle  op  feed  have  a 
much  greater  influence  On  the  overall  coat  and  profit  of  the  feeding  operatioa/^Alio, 
the  tather  amall  technical  economita  ot  aize  attainable  beyond  the  intermedfate  aize  . 
range  are  readily  eraaed  if  the  facilities  are  not  utilized  at  full  capacity  throughout 
the  year. 

Management  problems  do  not  seem  to  become  prohibitively  difficult  aa  feedlot 
size  increaacs.  A  relatively  small  geographic  area  ia  involved,  and  the  labor  func- 
tions are  quite  routine  and  repetitive  throughout  the  year.  Thua,  aupervision  of  sev- 
eral hired  men  is  not  burdensome.  Coordination  also  aeems  to  be  fairly  easy  for  a 
wide  range  of  feedlot  Sizes,  becauae  the  biological  and  mechanical  px:oc/*sscs  Involve 
relatively  little  uncertainty.  The  empirical  Andings  examined  in  this  report  Suggest 
that  beef  feedlota  will  continue  to  exist  in  a  wide  variety  of  aizes,  with  a  continued 
<iecline  in  the  number  and  relative  importance  Of  small  feedlot  operations. 

Studies  of  dairy  farms  in  various  parts  of  the  country  showed  that  1-man  and 
2-man  dairies  can  achieve  highly  efficient  operation  if  they  have  control  of  sufficient 
capital  and  utilize  the  modprn  milking  and  housing  technologies ,  Very  little  evidence 
is  currently  available  regarding  the  efficiency  of  larger  tialries- -over  lOiO  head.  How- 
ever, the  results  of  one  study  suggest  that  management  problems  become  troublesome 
at  about  150  head.   For  instance,  it  is  difficult  to  feed  each  cow  according  to  her  pro- 
duction as  herd  size  and  the  number  of  hired  men  increase.  Also,  the  operator  of  a 
large  dairy  does  not  have  time  to  "shop  ground"  and  obtain  the  lowest  possible  feed 
prices.  \  ^ 
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.  / ;/       ECONOMIES  OF  SIZE  IN  FARMING 
l^hfojry,  Airitlyttcal  ProcetJurei,  an^n  Review  of  Selected  ihidiei 


By 
Afi 

5  ^^Arm,|?rodtKitU>n  Economiei  Oivielon 


^  ;     Jff- PmtricJt  Madden^  Af  licultural  EconomSet 


INTRODUCTION 

■•  * 

Since  World  War  11,  the  4?umjber  of  farme  in  the  United  States  has  decreased 
substantially.  Those  remaininf  are  f tttinf  larger,  more  speciaUced,  and  more 
highly  capitallxed.  This  is  largely  the  result  of  a  shift  from  small,  self-sufflcient 
farms  to  highly  commercial  farms*  The  direction  and  speed  of  these  trends  raise 
questions  of  public  policy:  Where  are  we  headed?  Arc  these  trends  necessary  for 
efficient  producUon?  Are  the  resultinf  f^^ins  in.efflciency  offset  by  U%u  tani^ble, 
but  important,  losses  to  society  ?  Should  the  trends  be  encouraged  or  discouraged— 
or  should  we  follow  the  doctrtne  of  laisset  fatre*  * 

This  rei^rt  is  concerned  with  one  aspect  of  these  questlonsv-the  relationship 
between  farm  sixe  and  efficiency  of  production.  Farmers,  farm,  leaders,  Govern-  , 
ment  officials,  businesses  serving  agriculture^  and  others  continue  to  raise  ques** 
tion*  related  to  the  economies  of  farm  ifiie.  How  large  must  a  farm  be  to  achieve 
the  most  efficient  operation?  Are  larger  farms  always  more  efficient  than  small 
and  intermediate-site  farms ?^  Are  slte-jefflciency  relationships  of  major  or  minor 
economic  consequence?  Many  studies  of  the  economies  of  site  have  been  made,  deal- 
ing with  a  wide  variety  of  commodities  and  locations;  The  present  report  is  an  attempt 
to  provide  a  conceptual  framework  within  which  to  assltAllate  some  of  these  independent 
studies  into  a  unitted  body  of  information. 

Considerable  misunderstanding  has  centered  around  divergent  definitions  of  the 
terms  "size"  and  "scale."  The  term  scale  is  used  many  places  In  the  literature  when 
proportions  of  resources  are  held  constant,  as  in  Euler's  theift-em  (105).  1/  However, 
there  appears  to  be  almost  universal'agreemem  among  economists  that  in  real  life 
firms  do  not  expand  all  resources  and  ptbduets  In  exactly  equal  proporUons  as  the 
level  of  the  f^irm's  acUvity  is  increased    An  increase  In  just  the  same  proportions 
would  probably  be  due  to  accident  rather  than  to  overt  design  of  the  entrepreneur. 
Thus,  virtually  every  empirical  study  examining  the  relationship  between  average  . 
cost  and  level  of  production  allows  for  changes  in  the  proportions  of  factors  and  prod- 
ucts^ whether  the  analysis  is  done  under  the  name  "economies  of  scale"  or  "economies 
Of  size. "  The  term  "economies  of  site, "  as  used  in  this  report,  means  reducUons  in 
total  cost  per  unit  of  production  resulUng  from  changei  in  the  quantity  of  resources 
employed  by  the  firm  or-  in  the  firm's  output.  ,  ^  ' 

ll  Underscored  numbers  in  parentheses  refer  to  Selected  References,  p,972. 
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:     The  coat  curves  resTilting  from  the  many  studies  on  the  subject  vary  from  one 
■study  to  another^  Most  studies  show 'that  the  ultimate  in  efficiency  is  aittained  by 
1-man  or  2rman  farms;  others  show  larger  farms  to  be  most  efficient;  Some  of  these 
differences  are  "real"  variations  in  the  size- efficiency  relationships  of  the  *  farms 
studied.  Real  variations  miay  occur- because  of  differences 'in  (a)  factors  associated 
with  the  type  of  farming  analyzed,  (b)  factors  associated  with  the  location  of  the  farm- 
ing are^  such  as  climate,  soil  ^e,  prices,  wage  rates,  and  yields,  and  (c)  factors 
influenced  by -ttidr date  of  th^  analysis;  sucjtas  technologies  considered,  sectjlar  price 
changes/ and  cWernmentprice-suppoijt  and supply-cdnirol  programs* 

Uhfortun^bly,  not  all  of  the  variation  among  study  EesUlts  is  "real. "  Much  of . 

the  variation  ispiethodological-^caused  by .jJifferefices  ifi  assumptions  and  procedures 
\  It  is  .often  difficult  for  the  reader  to  discern  how  much  Of  the  difference  between  the  • 
\  shapes  ofthe  cost,  Curves  derived  in  separate  studies  is  diie  to  real  differences  in  ^l^e- 
fefficiency  relationships^ and  how  much  is  methodological.   A  primaiy  purpose  Of  this 
Wport  is  to  clarify  the  concepts -underlying  the  procedures  and  assumptions  used  in 
•ecbhbmies-of-size  studfeia.  This  in  turn  vfill  aid  in  interpretation  of  published  studied,  ^ 

knd. guide  the  design  of  future  studies.' 

The  reader  who  is  primai;ily  interested  in  learning  the  general  size-efficiency 
i»eiationships'  for  various  types  of  farming  may  jJrefer  to  skip  the  theory  and  method 
sectiog^  of  this  report,  and  proceed  directly  to  the  discussion  ofthe  individual  studies 
onp^^34.   However,  researchers  and  others  interested  in- the  precise  interpre-  . 
tations  and  the  procedures  underlying  the  findijigs  of  these  studies  will  find  a  careful 
examination  of  the, theory  and  methods  sections  to  be  useful, 

THEORETICAL  BASIS  FOR  ECONOMIES  OF  SIZE— A  REFORMULATION 

An  economist  relies  heavily  on  economic  theory  and  theoretical  models  in  his 
day-to-day  dealings  with  real-WOjrld  psoblems ,  The  more  realistic  these  theories 
are;  the  better  eqtiipped  the  economist  is^to  \vork  effectively  with  actual  problems. 
The  heart  of  economic  research  is  economic  theory.   But  the  coronary  artery  that 
keeps  this  heart  alive  and  useful  is  the  feedback  of  imprOvenients  in  the  theory  that 
are  generalized  from  research  experience  in  the  re^  world.  Thus,  th^cHPtes  are 
made  more  realistic,  and  consequently  more  useful,  as  ttiey  are  modified  and  broad-, 
ened'to  take  accoimt  of  observations  and  phenomena  not  previously  explained  by  the 
existing  body  of  economic  theory  i%4,  p.  7)»  ^  /  \      ,  • 

■  •    .  ^  ...  "■ 

Several  modifications  of  Jhe  traditional  economic  theories  are  sijggested  here. 
Siince.  theoretical  treatments  of  production  and  cost  curves  abound  in  economic 
literature,  only  a  brief  statement  of  the  conventional,  theory  is  given. ^/  Two  sets 
of  interconnected  concepts  are  reformjilated  to  facilitate  proper  interpretation  of 
economies -of-size  studies.  These  are  the  concepts  of  (a)  longrun  versus  Shortinm 
planning  horizons  as  related  to  fixed  versus  variable  resources  and  costs,  and  (b) 
resource  divisibility.-  Other  modifications  of  economic  theory  are  suggested  to 
better  take  account  of  some  apparent  inconsistencies  betweert  existing  theory  and 
the  observed  behavior  of  farrgd.  • 


2/  An  excellent  treatment  of  the  theory  of  production  and  cost  is  given  by  Walters  (136). 
Hi's  strticle,  particularly  the  bibliography,,  is  highly  recommended  to  the  student  of  econ- 
omies of  size.        ^         '  .  - 

2  .  ,  V-  ^  ■ 


.     Length  of  Ran  and  Fij^ty  of  Heaourcea  and  Gosta 

=cv    .    Ecohomies-of-size  analysis  is  usuall^^coucheid  in  terms  of  Ibngrun  and  ghortnm 
sl^^tions.      Shortrun  edonomieg  are  viewed  as  resijlting.frOm  filler  utilization  Of  a 
fixed  plant/  lonj^run  economies  as  resulting  from  efficiencies  obtained  by  changing 
plant  size,  presunjably  ipolving  a  longer  time  period.  This  concept  is.  represented 
graphicany  i'h  ligure.l.  ,.  The  shortihm  average  cost  .curves ^(SAC)  assume  one  or  more 
resources  to  be  fixed^jrav^able  only  in  specified  quantities— -in  the  short  run.  The 

.  typical,  "u"  ^siikpe  Of  these  shortrun  average  cost  jcurves  is  explained  as  follows : 
Average  costs  per  unit  of  Output  decline  with  an  initial  increase  of  output  because 
fixed  costs  are  spreaci  over  more  units;  eventually,  however,  average  costs  level 

;  ;  Off  and  then  rise  as  other  resources  must  be  added  in  inctjeasing  proportions  to  the 
fixed  resources  to  reach  gre^^er  levels  of  output.   A  separate  shortrun. average  cost 
.curve  applies  for  each  level  of  the  fixed  resources— that  is,  for  each  size  of  plant. 
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jflEORETICAL  ILLUSTRATION  OF  SHORTRUN 
AVERAGE  COST  CURVES  AND  ENVELOPE  CURVE 

SHORTRUN  AVERAGE  COST  CURVES 

1                       ENVELOPE  CURVE 
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Figure  1 


Z}  One  of  the  best  statements  of  the  theory  ginderlying  cost  curves  is  given  by 
Jacob  Viner  (135). 
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The  selection  pf  any  resource  as  fixed  in  the  short  run  is  usually  ah  arbitrary 
decision,  based  on  observed  practices  of  operators;  the  length  of  planning  horizon 
being  examined,  and  the  longevity  of  the  resources  involved.  This  decision  has  no. 
effect  on  the  eventual  shape  of  the  longrun  average  cost  curve.  The  longnui  average 
coat  curve  (LAC)  assumes  all  resources  ar6  variable,  including  those  designated  as 
fixed  in  the  short  run.  A  curve  that  is  drawn  tangent  to  shortrun  curves  approximates 
the  longrun  economies-of-size  curve  for  that  segment  of  the  industry  represented  by 
.  the  shortrun  curves.  This  curve  indicates  the  average  total' cost  of  production  that 
would  be  experienced  by  firms  of  different  sizes  under  assumed  price  relationships 
and  technologies . 

The  fixed  versus  variable  classification  of  costs  and  the  longrun  versus  short- 
run  classification  of  planning  periods  have  no  effect  on  the  basic  size -efficiency -re- 
lationshij^s  represented  by  the  envelope  curve.   However,  several  other  important 
economic  principles  related  to  equilibriunv  size  of  firm  and  survival  of  the  .firm  owe 
much  to  this  dichotomy. 

Of  first  consideration  is  the  principle  that  in  the  short  run  the  firm  will  continue 
producing  as  long  as  rev^ue  is  great  enough  to  cover  variable  costs,  or  conversely, 
as  long  as  average  variable  cost  is  less  than  or  equal  to  average  revenue»(price)« 
Variable  costs  are  the  costs  associated  -with  the  resources  that  are  not  fixed  in  the 
short'  run.   Fixed  costs  are  associated  with  the  existing  plant,  or  theypesources  that 
are  considered  fixed^n  the  short  run. 

Another  familiar  principle  is  that  in  the  long  run,  the  firm  can  remain  in  pro- 
duction in  its  present  form  oiiy  if  revenue  is  great  enough  to  cover  total  cost  (fixed 
plus  variable)— in  other  words,  if  average  total  cost  is  less  than  or  equal  to  average 
revenue. 

A  third  important  principle  is  that  under  conditions  of  atonUstlc  competition, 
prices  will  gravitate  toward  a  level  ,|tuch.that  all  profits  tend  to  be  erased.   Thus,  the 
return  to  each  resource  will  tend  toward  the  level  that  provides  exactly  enoiagh. return 
to  keep  it  from  being  drawn  into  alternative  employment,  but  not  enough  to  attract  addi- 
tional resources  that  would  expand  production.  In  equilibrium  all  firms  would  produce 
a  level  of  output  corresponding  to  the  low  point  on  their  average  total  cost  curve  (level 
Q  in  figure  1).   The  theoretical  average  cost  curve  for  a  typical  firm,  as  shown  in 
figure  1,  assumes  that  all  firms  produce  under  identical  conditions .   The  line  at  p, 
lying  tangent  to  the  longrun  average  cost  curve  at  poiint  Q,  is  the  average  and  nlarginal 
reftenue  schedule  for  a  firm  in  perfect  competition.  ^Profit  is  zero  at  this  point;  firms 
producing  larger  or  smaller  quantities  would  suffer  a  net  loss. 

These  concepts  seem  very  clear  and  simple,  until  we  try  to  apply  them  to  an 
actual  farming  situation.  When  is  the  end  of  the  longrun  reached?  Which  resources 
are  included  in  the  fixed  plant,  and  conversely,  which  resources  are  variable?  These 
questions  are  complicated  by  the  complex  nature  of  farm*resources.   Durable  re- 
sources have  various  life  spans,  ranging  from  2  or  3  to  30  or  40  years  or  even  longer* 
The  number  of  years  that  an  individual  farmer  keeps  a  tractor  or  implement  depends 
on  a  series  of  considerations «  Land  is  sometimes  considered  a  fixed  resource,  but 
not  always.   The  number  of  regular  laborers  is  often  viewed  as  one  of  the  basic  fac- 
tors defining  the  size  of  a  farm,  but  in  sothe  studies  even  this  resource  is  considered 
variable,  *  , 
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k  •ixnttur  lack  of  precision  iurroimds  the  longrun-thortrtm  dichotomy.  The 
long  run  Implies  s  length  of  time  sufficient  to  allow  changes  in  the  levels  of  all  re- 
sources einaplQyed  by  the  firm  -  The  short  run  is  viewed  as  a  **short"  period  of  time; 
such  M  one  production  seas6n****a  period  so  short  that  the  firm  does  not  haver  time  to 
change  the  amounts  of  the  fixed  resources .  ^ 

^This  time-oriented  dichotomy  is  a  somewhat  inadequate  concept  for  explaining^ 
the  )&ehaVior  of  farm  firms.  Because  of  the  various  lengths  of^xde  that  the  different  « 
clMses  of  resources  are  held  fixed  in  an  actual  firm«  no  single,  short  run  can  be  ^ 
exactly  specified.  Rather^  the  situation  involves  a  large  number  of  successively 
longer  lengths  of  run,  as  additional  resources  are  allowed  to  vary  in  quantity,  until 
eventually  all  resources  are  variable  and  th«  truly  longrun  planning  horizon  is  adiieved . 


Two  facts  furthex^'complic&te  this  issue.  First,  the  resources  do  not  necessarily 
become  variable  in  any  predetermined  order  •  ^or  example,  land  xnMy  be  held  constant 
while  machineiry  is  viiried^  or  vice  versa.  Second,  both  the  length  of  nui and  the 
amount  of  time  a  certain  subset  of  resources  is  held  fixed  are  fictional  time  pex^ods, 
not  identified  by  any  amount  of  calendar  time.  In  real  life,  new  firms  are  created  or 
disappear  every  day.  The  levels  of  a}l  the  various  resoutcei  are  continuously  being 
changed At  an^point  in  time  an  entrepreneur  could  inject  himself  into  the  Iqng  run, 
simply  by  considering  the  effects  of  changing  the  levels  of  all  the  resources  employed 
by  his  firm.  As  long  as  he.  considers  one  or.  more^o^^  his  resources  to  be  Hxed.in  quan* 
tiiy,  he  is  operating  or  planning  in  one  of  the  many  shortrun  situations .  Thus«  length 
of  run  and  fixity  of  resources  are  relative  terms,  rather  than  distin|it  entities.  Fur- 
thermore, theyd^end  entirely  on  the  entrepreneur's  frame  of  mlnd^ 

The  moment  a  resource  is  committed  to  production  it  becomes  fixed  as  far  as 
the  day-tO'^day  management  decisions  are  concerned.  It  becomes  essentially  a  free 
resource  that  will  be  substituted  as  far  as  possible  for  resources  that  have  not  yet 
been  committed  to  prdduction«   For  example,  the  firm  will  tend  to  delegate  as  much 
work  as  possible  to' regular  hired  men  or  unpaid  family  workers/  rather  than  hire  ^ 
additidmd  laborers.  As  long  as  the  farmer  consider*  these  regular  laborers  as  a 
permanent  part  of  his  business,  their  wages  become  in  effect  part  of  thejOverhead, 

In  resource  substitution  language,  the  price  of  committed  resources  is  zero. 
Thus,  the  shortrun  economlc/optimiun  calls  for  Increasing  the  employment  of  these  - 
resources  as  long  as  this  will  increase  o^ut;  that  is,  to  t^e  point  of  zero  marginal 
value  product  of  the  comijclitted  resources,  and  zero  marginal  rate  of  substitution  for 
noncommitted  resources  that  still  have  an  effective  nonzerif  price.  But  as  soon  as 
the  entrepreneur  considers  varying  the  quantity  of  one  of  these  resources,  its  price 
becomes  relevant  again.  If  an  increase  In  this  resource  is  considere^^^then  tiie  cur* 
rent  purchase  price  becomes  relevant.  If  either  a  decrease  in  the  level  of  this  re- 
source or  a  shift  in  its  use  is  anticipated,  then* the  current  salvage  value  or  oppor- 
tunity cost  becomes  relevant* 

Now  let  us  relate  these  concepts  to  the  Interpretation  of  economies -of-slze 
studies.  When  average  variable  costs  are  presented^  the  reader  should  inquire  as 
to  which  resources  are  considered  as  variable  |uid  whlctt^ones  as  fixed.  Let  us  de- 
note the  variable  resources  as  subset  V«  and  the  fixed  resources  as  subset  F.  With 
these  categpries  in  mind,  the  reader  can  then  proceed  to  Interpret  the  empirical  re- 
sults of  a  cost  analysis .  The  firm  will  tend  to  continue  operating  as  long  as  it  receives 
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enough  revenue  to  at  leait  cover  the  cost  of  all'  the  variable  reiour cei ,  Am  the  planning 
horizon  ia  lengthened,  the  entrepreneut*  considers  variation  of  additional  resources . 
These  resources  are  conceptually  shifted  from  the  fixed  to  the  variable  subset,  an^ 
revenue  must  be  correspondingly  larger  if  the  firm  is  to  remain  in  production  for  this 
length  of  planning  horiton.  In  the  longest  possible  runv  all  the  firm's  resources  are 

.  in  the  variable  subset  (V),  and  the  fixed  subset  (F)  becomes  empty .4/  Therefore,  in 
the  long  run,  revenue  must  be  equal  to  or  greater  th*m  total  cost— including  the  direct 

>  cash  cost  of  operating  expense  items,  and  the  opportunity  cost  or  reservation  pzice  of 
all  other  resources,  including  entrepreneurial  clipacity.  In  other  words,  average  total 
cost  must  be  less  than  or  equal  to  average  revenue  If  the  firm  is  to  remain  in  produc*  , 
tioh  indefinitely  in, its  present  form.  •  * 


Resource  Divisibility  and  Economies  of  Size 

>        In  addition  to,  and  independently  of,  being  consi<|ered  as  either  fixed  or  variable, 
resources  may  be  classified  as  either  divisible  or  disi^fete.  As  the  name  implies, 
discrete  resources  are  available  to  the  firm  only  in  ccjunted  quantities  (whole  numbers) 
of  specific  size  units.  The  discrete  unit  may  be  a  single  item,  such  as  a  boiler,  or  an 
increment  of  a  certain  lize,  such  as  a  quarter  section  of  land.  Divisible  resources  are 
available  in  measured  quantities,  in  contrast  to  counted  quantities.  These  include  such 
things  as  electricity,  fuel,  and  custom-hired  services.  ^ 

The  distinction  between  discrete  and  divisible  resources  is  not  always' clear,  nor 
is  it  the  same  in  all  areas,   For  example,  local  customs  and  pra;^t|ci)es  in  one  area  jnay 
'  dictate  that  land  be  sold  in  40-acre  or  160-acre  increments  as  a  discrete  yefource;  in  ^ 
another  area  it  may  be  sold  in  irregular-sized  plots  as  a  divisible  r^sojirce.      ^  ,  f  ; 

Chamberlin  points  out  that  nondivisible  resources  may  sometimes  become  avail- 
able to  a  firm  in  divisible  quantities  (22).  This  can  occur  when  the  firm  obtains  the 
undivided  use  of  the  discrete  resource  unit  for  a  fraction  of  the  production  period. 
For  example,  a  hay  baler  may  be  owned  and  operated  jointly  by  two  or  more  farmers . 
Likewise,  an  accountant  may  be  hired  on  a  part-time  basis.  Cxistom  hiring  and  leas- 
ing are  also  possible  in  some  cases*,  as  a  means  of  making  an  otherwise  discrete  re- 
source available  on  a  divisible  basis .  .  ^ 

Divisible  resources  are  usually  fully  utilized.  Some  may  be  obtained  in  the 
exact  amount  needed,  «s  in  the  case  oi  electricity,  water,  and  custom-hired  services. 
In  the  case  of  other  divisible  resources— gasoline  or  fertilizer,  for  instance— leftover 
quantities  may  be  stored  for  ftiture  use,  or  returned  to  the  dealer  for  credit.  On  the 
other  hand,  discrete  resources  are  often  underutilized,  even  by  well-organized  firms. 
For' example,  a  tractor  of  a  certain  size  may  be  tmderutllized  with  640  acres  but  may 
not  be  able  to  handle  800  acres,  while  local  practices  may  dictate  that  land  is  available 
only  in  increments  of  100  acre».  Many  such  instances  exist  in  which  the  discrete  re- 
sources do  not  "come^out  even,"  because  they  have  different  capacities* 


4/  Lengthening  the  p:^|mning  horizon  does  not  necessarily  imply  an  extension  of  *ime, 
aiTindlcated  earlier..  The  long  run  could  occur  in  a  single  day. 
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In  gentrtX,  the  ■mailer  the  incremental  unit  of  a  dlacrete  reaource  relative  to 
the  total  quantity  tiaed  by  the  firm,  the  cloier  the  firm  can  come  to  achieving  full 
utilization  of  th*t  reaource  and  any  other  diictete  feiourcea  with  -which  it  i«  jointly 
used.  In  the  above  example,  luppoae  now  thatlandii  avaUableln  40-acre  increment* 
inatead  of  180,  and  that  the  tractor  would  be  fuUy  utiUssed  with  695  acrea.  The  firm 
could  move  from  640  to  680  acrea,'  and  thua  achieve  a  fuller  utilization  of  the  tract9i*. 

*  ^ 

If  all  reaourcea  or  reaource  aervicea  were  avaUable  in  diviiible  (^uantitlaa^ 
then  any  underutilized  reaource  could  be  replaced  by  a  illi^tiy  imaller  and  (preaum- 
ably)  alii^tiy  cheaper' resource,  -and  ful^  utilisation  of  all  resource*  could  be 
achieved.^/  :  ' 

■  ■       .  • ,  * 

Thia  whole  matter  of  full  utilization  of  a  resoiirce  should  now  be  placed  in  the 
broader  contcxir^t  the  llrm'a  actual  behavior.  Full  utilization  is  a  partial  means  of 
reducing  averagi^  epst  of  production,  a«  the  cost  of  the  resource  is  spread  over  more 
unit*  of  output>*;^0wever,  foU  utiUzation  of  one  discrete  resource  may  not  be  com-  . 
patiMe  wjth  fulti-utiaiiationoKcertain  others.  Furthermore,  reducing  average  cost 
of  production  is  only  a  partial  meana  of  increasing  profit,  and,  after  all,  profit  is 
the  motive  force  of  the  firm.   Thus,  a  jfirm  would  not  necessarily  move  from  640 
to  680  acres  to  achieve  ftill  utilization  oif  a  resource.  Considerations  other  thari  full 
utilization  xnight  be  more  important.  For  example,  total  profit  mi^t  be  hi^er  with 
640  acres  than  with  680.  Or,  perhaps  some  other  resource  such  as  the  operator's 
labor  or  capital  might  be  limited.  Also,  the  operator  might  decide  to  allow  a  Uttie 
exceaa  machine  capacity  as  a  safeguard  against  losses  due  to  untimeliness  of  opera- 
tions resulting  from  unfavorable  weather. 


Problems  of  Uncertainty  and  Coordiriatiori  v 

Most  studies  of  the  economies  of  farm  size  have  shown  that  as  farm  size  in- 
creases, average  cost  either  (a)  decrisases,  or  (b)  remains  about  the  sanie,  or 
(c>  on  very  large  farms,  increases  sllghtiy  but  stUlis  below  average  revenue,  even 
for  the  largest  farms  observed*  This  implies  that  profit  increases  steadily  as  farm 
size  increases,  and  that  the  largest  farms  are  the  most  profitable^  It  would  be  ex- 
pected, then,  that  farms  would  tend  steadily  toward  the  largest  sizes,  and  that  the  " 
size  distribution  of  farms  would  be  shifting  accordingly.  Tljls  does  not  seem  to  be 
so,  however.  In  many  areas  and  for  many  types  of  farming,  the  moat  rapid  Increase 
in. number  of  farms  is  in  the  intermediate  size  classes^  consisting  chiefly  of  farms 
that  can  be  operated  by  "one  or  at  most  only  a  few  fuU-time  men,  using  modern  tech- 
nology and  adequate  capital.  The  number  of  very  large  farms  seems  to  be  increas- 
ing only  ^rai^ually  and,  in  some  cases,  to  be  decreasing. 


5/  This  aeemin^y  Utopian  situation— perfectly  divisible  resources— iTapproximated 
when  all  resource  services  may  be  hired  on  a  custom  or  contract  basis,  as  in  the 
Imperial  Valley  of  California  (20).  * 
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Thli  !■  coniiittnt  with  broad  chanfti  In  U.S.  agriculture  fenarally.  Afttr 
'   detailed  anal^li  of  a  ipecial  tabulation  of  centui  data^  NikoUtch  hai  identified 
three  poitwar  trendi:  x 

»  . 

first,  the  very  itnall  imiti  account  for  znoc  of  the  net  decrease  in 
number  of  farnu  •  Second^  farm  production,  land  and  other  resources  ^ 
are  concentrated  not  in  a  smaller  number  of  large  farming  organizations « 
but  in  a  rapidly  expanding  number  of  adequate  farms.  Finally*  the  num«- 
b6r  of  farms  and  farm  production  are  increasing  more  rapidly  among 
adequate  family  farms  than  among  the  larger-than-family  farms  (94),  6/ 

How  can  these  trends  be  reconciled  with  the  empirical  findings  indicating  huge 
profit  poiiibilltiei  for  very  lurge  firms?  The  approach  used  here  Is  to  refine  the 
concepts  underlying  the  traditional  theory  to  allow  for  the  treatinent  of  uncertainty 
and  difficulty  of  coordination  as  factors  .Umlting  indefinite  expansion  of  farm  size. 


Definitions  of  Supervision,  Coordination,  and  ^ntrepreneurshlp 

Management  is  traditionally  defined  to  include  two  components:  Supervision 
and  coordination  (70).  Kntrepreneurshlp  (uncertainty*-bearlng  or  rlsk^'taking)  is  often 
considered  as  different  from  management  because  it  is  the  unique  function  of  the 
entrepreneur. 

Entrepreneur  ship  is  an  essential  element  In  any  firm.  It  is  a  specialized  and 
personal  attribute  that  cannot  be  bought  on  the  market.  Because  men  are  unequal  in 
entrepreneurial  ability,  the  production  function  will  vary  from  one  person  to  another 
(136,  p.  4),  Entrepreneurshlp  involves  making  major  decisions  such  as  hiring  super" 
visors  and  plant  managers,  and  making  broad  Judgments  regarding  total  resource 
use,  choice  of  ente]i>rise8,  technology  employed,  and  disposition  of  products  (104). 
Furthermore,  It  involves  bearing  the  responsibility  for  the  outcome  of  these  decisions 
in  terms  of  the  financial  suqcess  or  failure  of  the  firm.  The  farm  operator  usually 
serves  three  functions— labor,  management  (including  coordination),  and  entrcpre- 
fieurship.  Additional  supervision  and  coordination  may  be  provided  by  hired  managers, 
foremen,  or  boards  of  directors  (22),  but  only  the  operator,  the  owner  of  the  enter- 
prise, can  perform  the  entrepreneurial  function. 

Supervision  Is*  overseeing  day-to-day  operations  of  the  firm,  seeing  that  each 
task  is  performed  correctly.  Coordination  involves  determining  the  kinds*  of  con- 
tracts to  be  entered  Into,  seeing  to  it  that  the  necessary  resources  are  avallabl^ior 
timely  completion  of  Individual  tasks,  and  carrying  out  adjustments  in  response  to 


6/  "Adequate  family  farm"  is  defined  as  a  farm  business  with  suf/iclent  "resources 
and  productivity  to  yield  enough  farm  income  to  ntect  expenses  for  (a)  family  living; 
(b)  farm  expenses,  including  depreciation,  maintenance  of  the  livestock  herd,  equip- 
ment, land  and  buildings,  and  interest  on  borrowed  capital;  (c)  enough  capital  growth 
for  new  farm  Investments  required  to  keep  in  step  with  technological  advance  and 
rising  levels  of  living. "  *  . 

8  , 
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uncertainty  mid  chtngini;  condition! •  The  esiential  feature  of  coordination  ip  that 
every  declilon  muit  be  made  in  the  context  of  all  the  other  dccliioni  already  made 
or  likely  to  be  made,  TlUi  gives  riie  to  the  unltai^"  character  of  coordination— all- 
interrelated  information  muit  pasi  throug}i  a  single  brain.  Boards  of  directors  may 
bo  the  coordinators,  but  each  member  is  obliged  to  keep  all  the  data  concerning  inter-, 
dependent  aspects  of  the  firm's  operation  iri  his  mind.  Machines  and  computers  can 
make  coordination  more  efficient  in  some  cases,  but  the  loss  of  reality  due  to  the 
coding  and  decoding  of  information  sometimes  leads  to  errors  in  judgment.  Devices 
such  as  2-way  radios  and  closed-circxUt.televis'lon  also  increase  the  individual's  e(/ec-'. 
tivcness  and  capacity  for  coordination.  But  with  a  given  state  of  technolbgi^,  the  quan- 
tity of  resources  other  than  coordination  that  can  be  advantageously  added  ""will  be  ^ 
limited  by  managemcht^s^dcgree  of  ability  to  coordinate  the  firm's  acUvifies 

Coordination  and  Supervision  Problems  Unique  to  Farm  Hijms 

The  firm*s  activities  can  be  thought  of  as  integrating  and  aggregating  many 
different  stages  of  production,  7/  Conceptually,  a, stage  consists  of  all  the  productive 
services,  botli  durable  and  nondurable,  that  cooperate  in  a  single  major  operation  or , 
group  of  closely  related  minor  opej^ations.  Tlie  delineation  of  A  stage  will  Vary  from  ' 
one  situation  to  another,  depending  on  the  importance  of  the  operations  invdlVed'and  . 
the  way  tliey  fit  into  tlie  time  sequence  of  the  production  procei^s.  ^  ? 

•  ■    .  -    ^'        •  , 

One  crucial  difference  between  factory  production  and  farm  produstion  is  thu 
rclationslUp  between  stages.  In  a  typical  factory  operation,  the  object  being  pro- 
duced flows  tlirough  a  series  of  stages,  sUl  of  wliich  can  proceed  simultaneously  at 
spatially  separate  points.  In  farm  production,  the  stages  typically  are  separated  by  > 
waiting  periods,  but  occur  in  the  same  areas.  For  example,  many  itages  occur  on 
an  acre  of  corn— plowing,  planting,  cultivating,  harvesting— but  the  stages  are  sep- 
arated by  waiting  periods  because  tho  biological  processes  involved  take  time  to 
complete.  8/ 

This  difference  has  important  effects  on  the  labor  and  management  requirements 
of  the,  two  types  of  firms.  Coordination  of  factory  production  poses  unique  problems 
not  faced  by  most  farms,  because  a  large  number  of  different  stages  are  continuously 
being  j)orformed  by  many  different  persons  at  different  places  in  the  plant.  Interper- 
sonal communication  and  supervision  problems' tend  to  be  more  serious  as  the  number 
of  employees  increases.  In  farming,  the  stages  are  spread  out  over  a  long  period  of 
time,  so  tliat  relatively  few  operations  must  bo  coordinated,  and  only  m  few  people 
employed,  at  any  given  time. 


An  excellent  fqrmulation  of  tliis  concept  is  given  by  French,  Sanunet,  and 
Dressier  (40).  -  , 

0/  Tlio  autlior  is  indebted  to  John  M.  Brewster  for  pointing  out  this  important 
di'stinction.  For  a  more  tliorou^i  dise^ussion  of  this  concept,  see  Brewster's  paper. 
The  Machine  Process  in  Agriculture  and  Industry  (LD). 
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On  the  other  hand,  the  farm  manager*!  Uak  ii  complicated  by  (1)  the  relatively 
large  dliperalon  of  workere  In  moet  typca  of  farming,  and  (2)  the  neceeeity  for  regu- 
lar farm  laborera  to  ahift  repeatedly  from  one  kind  of  work  to  another  throughout  the 
production  aeaaon.  Theac  feature!  lead  to  a  conaiderably  greater  auperviaory  input 
per  man  in  farming  than  in  factory  operational  where  moat  workera  perform  eaaen- 
tially  the  aayne  taaks  throughat^^the  production  cycle. 

Uncertainty  and  Coordination  Problcma  aa  Factora  Limiting  Farm  Size 

Farm  enlargement  ia  frequenUy  limited  by  uncertain^  ai^d  tfce  difficulty  of 
'coordinaUng larger  farm*.  Aa  the  farming  operation  becomea  larger  and  more 
complex,  the  number  of  unpredicUblc  aituaUona  requiring  unique  deciaiona  be- 
comea burdenaome,  becauac  the  coordinator  muat  relate  each  deciaion  to  all  the 
other  deciaiona  that  have  been  made  or  are  going  to  be  made.  At  thia  point,  the 
amount  of  other  reaourcea  that  <!an  be  profitably  added  ia  Umited  by  the  ability  of 
management  to  coordinate  a  larger  operation.  In  caaea  where  coordination  ia  a 
Umiting  reaource,  the  marginal  value.produet  of  additional  reaourcea  becomea 
leaa  than  their  marginal  coat.  Conaequently,  the  preaence  of  a  profit  margin  doea 
not  neceaaarily  imply  that  additional  reaourcea  will  be  drawn  into  production. 
Similarly,  in  caaea  where  the  high  degree  of  uncertainty  leada  farm  operatora  to 
place  a  high  reaenration  price  onAheir  coordination  and  entrepreneurial  abilities, 
the  profit  potenUal  ia  niA  aufflcicnt  to  attract  new  flrma  into  producUon,  or  to  in- 
duct exiating  flrma  to  greaUy  expand  their  operationa. 

According  to  Knight,  coordination  ia  eaaenUally  a  dynamic  function— reacUng 
to  changes  in  the  pecuniary  and  technical  aituation  that  occur  under  condiUona  of 
uncertainty  (74).  Thua,  the  need  for  coordination  ia  a  feature  of  uncertainty  and 
diaequilibriuxn,  rather  than  of  perfectly  competitive  aUUc  equilibrium.  InMarahall'a 
aUtionary  aUte,  no  coordination  would  be  needed.  Management  would  be  reduced  to 
auperviaion.  However,  Kaldor  points  outrthat  in  the  actual  world  the  »l«e  of  an  In- 
dividual  firm  may  remain  more  or  leaa  limited  becauac  the  Inherent  profit-maxi- 
mixing,  tendency  of  the  firm  to  expand  will  be  continuoualy  defeated  by  apontaneoua 
ckangea  in  the  pecuniary  and  technical  aituaUon  (70) .  . 

Ilicka  la  In  general  agreement  with  Kaldor  on  thia  point.  He  contenda  that  we 
'     can  perceive  forcea  that  might  lead  to  a  determinate  sisce  of  firm  even  if  changes  in 
the  quantity  of  the  coordination  factor  were  allowed.  Under  condiUons  of  uncertainty, 
one  of;  the  obataclea  to  attainment  of  very  large  firm  size  is  the  increasing  difficulty 
of  management  and  control  aa  the  firm  geta  larger  {02,  p.  200) i 

This  phenomenon  could  be  viewed  as  ft  decreasing  marginal  productivity  of  the 
coordination  factor,  requiring  tlic  very  large  firm  to  make  a  greater  than  propor- 
tional increase  in  coordination  as  tlie  levels  of  the  otlier  resources  are  increased  to 
achieve  higher  levela  of  output.  Thia  would  lend  to  fbrce  the  average  total  cost  curve 
%         to  turn  upward  at  some  very  large  size  of  firm. 

Hicka  cites  risk  aa  another  item  in  the  list  of  phenomena  that  might  inhibit  the 
indefinite  expanalon  of  a  firm.  The  effect  of  increased  risk  may  be  repreaented  as  a 
downward  ahift  In  the  dlacounted  average  revenue  curve  for  very  large  levela  of  out- 
out.  The  marginal  revenue  function  would  fall  even  more  rapidly,  and  would  eventu- 
ally intersect  the  marginal  coat  curve.  Beyond  thia  point,  discounted  profits  would 
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decline  iwlth  greater  output.  Thi«  point  of  intei*»ecUon  could  occur  ^ven  within  the 
range  of  constant  average  cost,  where  the  marginal  and  averitge  coat  curve*  coincide. 
Thua,  Hicka  concludes 'that  in  cases  where  risk  increases  with  level  of  output.  ai«e 
of  firm  may  bfr  limited  (G2h 

In  this  discussion.  Hicks  considered  only  the  revenue-decreasing  aspects  of 
risk,  ignoring  the  fact  that  sometimes  fisk  also  increases  cost.  For  example,  a 
sudden  outbreak  of  a  contagious  diaease  may  force  a  beef  feedlot  operator  to  incur 
an  additional  operaUng  cost  for  medicine  and  veterinary  service.  Timely  detecUon 
and  treatment  might  be  more  difficult  for  large  operatijons.  Other  examples  are  the 
use  of  frost-inhibiUng  devices  and  the  hiring  of  custom  harvesUng  to  "beat  the  weather." 
In  some  instances,  the  cost-increasing  effi»ct  of  risk  may  be  more  serious  as  size  of  . 
farm  increases.  In  such  cases,  the  downward-sloping  discounted  average  revenue 
curve  would  be  intersected  (at  an  even  smaller  si^e  of  firm  than  Hicks  indicated)  by 
an  upward-sloping  "adjusted"  marginal  cost  curve.  In  other  insUnces,  as  Whitin  and  - 
Peston  have  pointed  out,  the  larger  volume  of  resources  available  to  bigger  firms  pro- 
vides an  advantage  in  meeUng  contingencies  (1318).   For  example,  considar  the  volume 
of  spare  parts  that  a  repair  firm-must  hold  in  inventory  to  achieve  a  giveSlrobabiUty 
of  never  running  out  of  any  specific  item.  As  the  size  of  the  firm  increases,  the  re- 
quired volume  of  spare  parts  increases  by  a  smaUer  pr<nJorUon  than  the  increase  in 
the  amount  of  repair  work  done.  Aoother  case  in  which  larger  firms  might  have  mn 
advantage  in  meeting^isk  is  in  providing  backup .^najchines  to  be  used  in  case  of  break- 
down or  mechanical  failure  of  one  of  the  regular  mafehlnes.  It-is  reasonable  to  be- 
lieve that  the  proportion  of  backup  machines  needed  to  provide  a  given  probability  of 
always  being  able  to  avoid  breakdown  delays  would  decrease  as  the  size  of  firm  and 
total  number  of  machines  increased.  Cooper  points  out  that  this  would  be  particularly 
important  in  operations  such  as  harvesting  truck  crops,  where  untimeliness  would 
cause  considerable  loss  (27), 

•     *  '  ■ 

Despite  these  possible  exceptionsi  most  elements  of  uncertainty  make  coordi- 
nation increasingly  difficult  as  size  of  farm  increases  and  lead  eventually  to  a  maxi- 
mum feasible  aizo  of  farm,  for  the  reasons  summarisied  below. 

/  Management,  become^  more  difficult  as  the  complexity  and  uncertainty  of  the 
operations  increase.  Complexity  is  a  function  pf  the  number  of  interdependent  data 
the  operator  must  simultaneously  perceive,  understand,  and  relate  to  the  overaU 
operation.  Three  aspects  of  farming  greatly  increase  the  difficulty  of  management- 
^.""x  u?- ^""^"^  resources,  soatial  dispersion  of  the  operations,  and  unpre- 
dictable behavior  of  resources,  environment,  and  the  market. 

(1>  I!ai^?ik.oLE£S2y£££i  has  an  important  bearing  on  botli  the  coordination 
and  supervision  aspects  of  management.  For  example,  a  large  fai-m  with  several 
different  soil  types  is  more  difficult  to  manage  than  a  similar  size  and  kind  of  farm 
witli  higWy  uniform  soil.  Where  the  soils  art?  extrernely  variable,  some  parts  of  the 
farm  require  more  frequent  irrigation  or  more  thorough  tillage  tlian  other  parts 
The  operator  often  finds  it  easier  to  do  the  work  himself  than  to  be  cominuously  ad- 
vising a  hired  man  who  is  less  familiar  with  the  soil  characteristics,  and,  therefore 
tlie  way  tlie  different  parts  of  a  field  must  be  irrigated  or  tilled.  A  uniform  dairy  J 
herd  is  easier  to  manage  and  is  more  amenable  to  operation  by  hired  men  than  a 
herd  of  diverse  composition,  where  each  cow  must  be  handled  in  a  special  way  known 
only  to  an  experienced  daix7man.   A  beef  feedlot  is  easier  to  manage  if  the  cattie  are 
uniform  in  ago,  sex,  appearance,  and  rate  of  gain  because  It  requires  fewer  feeding 
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^en«/ fewer  .'ipecial  ratloni,  and  lei ■  timft  an(}  effort  in  leparating  the  catfle  for 
marketing.  Diftlcultlei  aifociated  with  lack  of  unlformi^  of  reiourcei  uiually  re-* 
quire 'ifpecial  attention  from  the  manager  who.  muit  coordinate  the  operation.  Some 
operators  prefer  to  keep  the  size  of  their  farms  down  to  the  acreag<^  they  can  handle 
with  little  or  no  hired  Kelp^  Theie  farmers  can  expand  their  operation!  only  Ijy  ac- 
quiring larger  and  higher  capa(>ity  machinei  that  allow  them  to  covei^rpxore  acreage, 
or  by  rediicing  the  variabiflty  of  their  reiources'**'for  example,  ley^lm^  and  drain- 
ing land  or  ptirchaiing  more  uniform  land  requiring  leis  coordin|rll6A. 

(2)  :  iSpatial  diiperiion,  or  distance,  ii  another  factor  affo'c^l^gjnanagement. 
When  optcUi^ni  are  going  on  limultaneously  in  widely  leparat^^d  parti -ofHh^  farm, 
superviaion  ii  hampered  by  the  need  for  frequent  and  prolonged  travel  back  and  forth* 
to  keep  ai^eait  of^ Changing  condition!.  Coordination  li  -ateo  hampered  by  a  lack  of 
knowle^'le  of  what  ii  happening  in  different  places.  Thui,  communication  problems 
and  ^rtv^*  in  repotting  become  important  as  sizVof  operation  increases,  although 
theyjire  less  serious  in  intensive  types  of  farming  that  occupy  a  relatively  small  area, 
such  as  poultry  and  bee»f  feedlots . 

(3)  Lack  of  predictability  also  causes  management  diffict^ty.  For  example,  , 
in  areaSyWhere  market  conditions  are  erratic  or  the  weather  is  hi|^y  unpredictable, 
management prpblems  are  compounded.  ^Unreliable  labor*«r8  also  add  to  manage- 
ment problems,  increasing  the  amo\mt  of  time  management  must  devote  to  check- 
ing out  and  following  upr  the  tasks  assigned  to  them.  The  same  holds  true  for  the 
other  resource  servi^^lii.the  farmer  hires If  experienced  and  competent  family  or 
hired  foremen  are  av^lable*,  or  if  a  highly  reputable  and  experienced  service  firm 
is  hired  to  perform  certali)  farm  operations  (spraying,  fertilizing,  harvesting,  for 
example),  then  the  farmer's  coordination  task  becomes  less  complicated  as  part  of 
the  supexVision  is  delegated  to  the  family  member  or  hired  agent.  Emergence  of 

•  specialized  service  firms  eases  the  farm-management  burden,  and  opens  up  possi- 
bilities of  farm  expansion  that  would  otherwise  be  impossible  because  of  management 
problems  ^during  peak  workloads . 

Conditions  That  Foster  Farm  Enlargement  * 

Despite  the  handicaps  of  and  impediments  to  farm  enlargement  discussed  above, 
in  some  areas  and  types  of  farming  there  has  been  a  marlted  tendency  toward  larger 
farms.  Considerable  research  must  be  done  before  we  will  understand  all  the  pre- 
conditioiis  and  situations  that  tend  to  either  favor  Or  inhibit  a  widespread  enlarge- 
ment of  farms .  The  following  tenJfUve  generalizations  may  suggest  additional  areas 
of  inquiry  into  tlie  causal  relat^«(f»liips  underlying  some  of  the  important  structural 
changes  related  to  farm  size. 

To  the  extent  that  coordination  is  a  limiting  factor  in  the  expansion  of  farm 
size,  farms  will  tend  to  expand  as  management  techiiologiea  become  available  and 
allow  the  operator  to  coordinate  larger  units .  Improved  roads,  fast  pickups,  hell- 
copters,  and  airplanes  facilitate  faster  mov<iment  of  management  personnel.  ]^ 
reducing  th«  need  for  movement  of  management  personnel,  telephones,  two-way 
radios,  and  closed- circuit  television  allow%miinagement  to  keep  up  with  develop- 
ments in  the  firm,  to  make  decisions,  and  to  sjee  that  they  are  carried  out  propsrly* 
Physical  arrangements  can  also  reduce  coordination  problems .  For  example,  a 
specializcdSi^beef  feedlot  occupies  relatively  little  area*  For  this  reason,  it  is  easier 
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for  the  numager  to  coordinate  the  activitiea  of  aeveral  men  ,^uidjbandle  thouaanda  of 
cattle  in  a  feedlot  than  on  a  beef  cattle  ranch  that  ia  apread  out  over  several  thouaand 
acrea.  Availabili^/  of  a  large  aupply  of  experienced  and  reliable  farm  lUhOt,  an|  of 
timely  and  reliable  cua  tom  aervicea  to  replace  work  otherwiae  doner  by  farm  labor, 
can  reduce  the  need  for  auperviaion  and  aimplify  coordination. 

More  rapid  farm  enlargement  ahoidd  be  expected  in  areaa  and  types  of  farming 
where  resources  and  production  conditions  are  homogeneouSx  and- put  less  of  a  strain 
on  coordination.  For  example^  in  areas  where  soUs  are  homogeneous  and  production 
conditions  are  relatively  predictable,  coordination  of  larger  farms  is  lass  complex 
thantin  areas  where  extreme  variations  in  soil'and  weather  necessitate  firequent  mana- 
gerial reaction  to  unanticipated  conditions.  Likewise^  wlien  irrigation  becomes  avail" 
able  in  a  semiarid  region,  yield  uncertainty's  reduped  because  farmers  no  longer 
need  to  rely  Aj  unpredictable  rainfall.  \ 

It  is  widAy  recogniaied  that  Government  price-support  programs  have  facilitated 
enlargement  of  farms  producing  price -supported  commodities  and  closely  related  prod- 
ucts. When  price  uncertainty  is  eliminated,  farmers  feel  more  confident  of  their  debt- 
repayment  ability.  They  are  more  likely  to  apply  for,  and  creditors  are  more  likely 
to  give,  the  credit  nevcessi^  to  acquire, the  machines,  land*,  and  other  resources  nec<- 
eiisary  for  farm  expansion.  Similarly;  yield  uncertainty  is  reduced  as  irrigation  be- . 
comes  available,  as  new  disease-resistant  varieties  are  developed,  or  as  rapid  me- 
chanical harvesters  are  developed  to  peplace  an  unsure  seasonal  labor  force.  As  these 
devices  or  technologies  become  available  and  widespread,  farmers  tend  to  '^charge" 
a  lower  reservation  price  for  tlio  entrepreneurial  service  of  bearing  the  uncertainty 
inherent  in  operating  a  larger  farm.  This  lower  reservation  price  will  inevitably 
lead  a  greater  number  of  entrepreneurs  into  larger  farm  sizes,  and  shift  the.supply 
curve  to  tlie  rig^t.  Hence,  the  balance  between  profit  potential  on  one  hand  and  the 
opportunity  cost  and  reservation  price  of  additional  resources  on  the  other  hand  is 
tipped  in  favor  of  farm  enlargement.  • 

The  Residual  Claimant  and  Prolftt 

Total  cost  and  profit  arc  complementary  terms,  in  that  they  always  add  up  to 
gross  income  or  revenue.  However,  neither  term  has  any  p reel ajH^fiefiuilng  without* 
a  complete  specification  of  the  residual  claimant— the  set  of  resources  that  absorbs 
the  profit.  Total  cost  is  the  sum  of  the  direct  cash  costs  plus  the  opportunity  cost 
or  reservation  price  (whichever  is  Jiigher)  of  any  resources  excluded  from  the  resid- 
dual  claimant.O/  .Thus,  as  more  resources  are  excluded  from  the  residual  claimant, 
total  cost  incr^ses  and  the  residual  profit  becomes  correspondingljuuft^er.  How- 
ever, in  tlic  long  run,  profit  must  be  at  least  large  enough  to  compensatelhe  factors 


9/  Conceptually,  opportunity  cost  is  the  highest  retuf^  a  resource  can  earn  in  any 
oiternativc  employment  currently  available.  In  accounting,  opportunity  cost  is  usu- 
ally approximated  by  tiie  market  rate  of  return,  such  as  going  wage  rates  for  opera- 
tor and  family  labor,  foreman  salary  for  management,  and  the  market  rate  of  Interest 
on  capital  investment.  Some  resources  do  not  have  any  effective  opportunity  cost, 
in  the  sense  that  the  going  rate  of  return  is  less  than  adequate  to  retain  the  resource 
in  use.  In  these  cases ^  the  reservation  price  becomes  relevant,  ^s  the  lower  limit 
of  resource  returns  below  which  the  resource  will  simply  retire  from  use.  The 
reservation  price  usually  becomes  the  cost  that  applies  to  entrepreneurship. 
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in  the  reildual  claimint^  or  theie  rtiourcei  wiU  leek  alternative  employment  or 
retire  from  uae.  Under  conditloni|  of  tmcertalnty,  profit  muat  be  aufflcient  to  com- 

^otn^ate  the  entrepreneur  for  bearing  the  uncertainty  of  the  flrm*a  financial  outcome. 

^H||b  entrepreneurihip  (uncertainty  beating  or  riik-taking)  ii  an  eiiential  element 

^I^B  reiidual  claimant. 

'  :  Alternative  Profit  Concept! 

Many  alternativf  profit  concept!  are  employed  in  empirical  itudiei.  Each  of 
thcie  concept!  dependa  on  a  different  (and  uaually  implicit)  definition  of  the  reaidual 
claimant.  Below,  aeveral  of  the  moat  -widely  uaed  profit  concept!  are  deacrihed  in 
Q  comimon  accounting  and  farm  management  term!. 

■         '  ^  ■ 

,    Net  caah  income  is  gro!»  income  mlnu!  cAib  coata.  Thi!  quantity  indicates  ^ 
the  caah  remaining  from  the  bualnesa  after  paym/nt  of  all  caah  expenaea  for  the 
'  year.  Unleaa  thla  figure  la  poaUlve,  the  operatc/r  will  be  forced  to  draw  on  aavings 
or  outaide  aourcea  for  funda  to^ontinue  in  busineaa,  even  during  a  single  aeaaon. 

Net  farm  income  la  net  caah  income  minus  depreciation.  Thia  ia  approximately 
equal  to  taxable  farm  income  aa  . defined  by  the  Internal  Revenue  Service.  Aa  long  aa 
this  quantity  ia  poaitive,  tl»e  operator  can  remain  aolvent  indefinitely.  He  can  re- 
place hi!  equipment,  pay  all  caah  coats,  and  have  cash  left  over.  However,  the  re- 
maining amount  of  caah  may  be  ao  low  that  returns  to  the  operator'a  labor,  manage- 
ment, entrepr^neurahip,  and  capital  are  below  market  rates.  If  thia  happena  year 
after  year,  the  operator  will  often-  find  some  way  to  earn  a  higher  return  for  hla  re- 
sources, sucli  aa  reorganizing  the  farm  or  even  liquidating  and  reinvesting* 

a 

Operator  labor  and  management  IncomeM^  or  simply  operator  income,  la  net 
farm  income  minus  interest  on  investment.  Thia  quantity  represent*' wnat  is  left 
for  the  operator's  personal  services— labor,  management,  "^and  ehtrepreneurshlp— 
after  paying  for  all  the  otlier  resources  at  market  rates.  If  the  operator  has  fiiU 
equity  in  Id^  land  and  eqtiipmcnt,  then  the  Interest  on  Investment  is  not  a  cash  cost, 
bit  rather  an  opportunity  coat  rcflelHing  what  the  capital  would  eurln  if  invested  else- 
where at  prevailing  rates  of  return.  If  tlie  operator  owned  less  than  100  pe^ent  of 
his  resources  ana  therefore  paid  caah  interest  coats,  both  hla  net  cash  lmfome  and 
liis  net  farm  income  would  be  lowered  by  the  amour^  of  the  interest  charged.  Opera- 
tor income  would  remain  unchanged. 

Further  distillation  of  "profit"  may  be  aclUcved\y  pricing  parts  of  the  operator's 
personal  resource  contribution,  tims  further  reducing  tlie  elements  included  In  the  resid- 
ual claimant.  For  example  £E5S^MJ2i^^ii^!SS£liS£^^  precisely,  ogera^ 
JfiEJM5iJt^£SL»PA£ME9^U^^                   operator  income,  minus  an  opportunity 
cost  charged  for  thi5  Operator's  labor.  'V&b  amount  Is  a  return  to  the  operator  for  his 
services  of  coordinaUng  and  supervising,  and  for  bearing  the  uncertainty  of  the  business. 


10/  This  term,  as  used  in  the  literature,  implicltty  includes  entrepreneursl^ip,  and 
could  be  stated  more  exactty  as  operator  labor,  management,  and  entrepreneur^ip 
income*  - 
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Finally,  entr<*prcneuriKl  Income  is  defined  ai  operator  management  Income 
minuf  the  opportunity  cost  for  the  operator's  management  (aupervision  and  coordi- 
nation). 11/  Thii  value  is  a  return  to  the  operator  for  his  entrepreneurial  function, 
uncertainty-bearing,  Thtts,  it  is  a  "pure  profit,  "  as  defined  by  Professor  Knight  (T4). 
In  businesses  involving  some  degree  of  uncertainty,  tliis  quantity  must  be  positive  for 
tlio  firm  to  continue  operatirrg  indefinitely.  All  resources  arc  paid  for  at  tlieir  oppor- 
tunity  cost,  including  the  (^erator*s  labor  and  his  management  services  of  supervision 
and  coordination,  wlUch  coiild^conceivably  be>iupplied  by  liired  persons.  The  only  re- 
xnainin^  element  of  the  operator's  service  is  his  cntreprcneuriid.  function  of  bearing 
the  uncertainty  of  the  business  venture. 

'  :  ■    >     .     :         C3      .  ,       .  , 

Proper  interpretation  of  a  profit  or  cost  statistic  depends  on  how  the  residual 
claimant  is  definetfi  Conveffiely,  what  is  included  in  the  residual  claimant  depends 
on  the  purpose  of  the  analysis  and  how  the  analyst  intends  to  interpret  his  cost  and 
profit  data.  If  the  reader  is  to  fully  understand  ^nd  reconstruct^^  accounting  data, 
he  mustVnow  what  resources  are  included  in  the  residual  claimant,  and  how  each  of  . 
the  othep  resources  was  priced.  For  example,  table  1  shows  five  kinds  of  net  income 
in  a  way  that  allows  the  reader  to  choose  liis  preference,  and  tlUs  list  of  possible 
'  "profijt"  concepts  is  by  no  means  complete. 

Cost:rovcnvo  ratios  are  also  shown  in  table  1,  assuming  four  alternatives  resid- 
ual olaimonts.  So  as  to  demonstrate  two  important  principles.  I^fst,  as  additional  re- 
sources Oiirfc  included  in  the  residual  claimant,  the  costrrcvcnue  ratios  becoino  smaller. 
Second,  one-man  farms  appear  to  liavc-lower  average  costs  in  relation  to  larger  farms 
when  the  residual  claimant  includes  all  the  operator's  personal  services  (labor,  man- 
agement, and  risk-bearing)  thaii  when  labor  is  excluded*.  Tlieso  principles  provide  a 
clearer  understanding  of  the  cost:  revenue  ratios  or  average  costs  in  the  various  studies 
"discussed  later  in  this  report. 

Tliis  demonstration  of  the  extreme  diversity  of  assumptions  serves  to  illustrate 
on  important  source  of  misunderstanding  and  erroneous  Interpretation  of  cost  analysis 
studies.  An  example  of  a  study  showing  a  not  loss  for  all  Hrms  analyzed  will  clarify  _ 
the  meanings  and  interpretations  of  the  various  profit  concepts.  Tills  wajs  a  study  of 
Arizona  cattle  ranches  (83).  The  principal  source  of  data  was  a  lOCl  survey  of  34 
ranches  tliroughout  the  soutliweotorn  portion  of  the  State.  Grazing  land  in. this  area 
typically  has  a  very  low  carrying  capacity,  and  each  ranch  has^vast  expanses  of  ^ 
rangcland,  with  only  a  handful  of  cattle  gfleaning  tlicir  existence  from  each  square 
mile.  A  typical  ranch  was  budgeted  for  each  size  class  basejl  on  the  sample  data. 
All  the  resources  wore  valued  at  current  market  rates  or  opportunity  costs,  includ- 
ing $5, 000  per  man-year  for  fatiilly  labor,  G  percent  interest  on  investment  capital, 
and  G  percent  intci'tipt  on  operating  capital. 

'  '     f  ' 

Average  cost  per  hundredweight  of  beef  produced  declined  sharply  as  ranch 
size  was  increased.  For  example,  a  0,  300-acrc  ranch  carrying  a  herd  of  100  animal 
units  had  an  average  total  cost^er  hundredweight  of  $34. 04,  compared  with  $28. 39 


n  /  Tiio  salary  of  a  lilred  farm  manager  or  foreman  is  sometimes  uied  as  an 
approximation  of  this  opportunity  cost. 
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Table  l.<^«Altem*tlve  tiet  Income  fpnmifiatloni  «nd  cost: revenue  ratloi 
calculated  £dr  optical  organization  of  faxins  at'^selacted  points' 
on  fln  etrt^elopt  curve  j'  '  ^'  ■       '  • 


Item 


fnlt 


Resources: 

A, ,  Regular  labor  (Including 

operator)——^——— - - - 
,b.  Tractoi?^  and  emjlpinent,  6-r9w- 
c,  Farmland  (90.9  percent  crop-^ 

^  d.  jfclgation  wells------------- fNtn^ 

 e^^geaaonal  Trf red  1  aboratw----*-,-^^^^ 


 ^or=t«»-  —  _ 

Ijtyestnient  (average  value)- 


Vear 
Dollar 


Enterprise ' levels :  - 
^       CptQon— — — — 
K«  Grain  sorghum^- 
1.  Soybeans—*—- 


Co8l:s:  ' 
m.  Operator  management  cost  1;/— 
n.  Operator  labor  cost— — — - 
p . '  In  t er e  8 1  on  inve  a tmen t  -  ^— :— - 
q.  Interest  on  operating 

capital--— 
r.  Depreciation— —————— -- 

Cash  costs: 

Seasonal  hired  labor-——— 
Hired  regular  labor——— 
Other  cash  costs— 
S.  Total  cash  costs--— --——-— 

t.  Total  cost  — * — 

•  ■ 

Income : .     .  \ 

u.  Gross  Income— —-—---— -—— 
V.  Net  cash  Income  u  -  s— — — 
w.  Net  farm  income  «  v  -  r— ^— - 
X.  Operator  labor  and  tnanage- 

ment  Income  «•  w p  -  q-»--— 
y.  Opetator  management  Income 

X  «  n— —— —————— 

z.  Entrepreneurial  Income  ' 

y  -  m— —-—-—-——--— :  do. 

Cosjt:  revenue  ratio  when  residual  : 
claimant  Is—  !■ 
•  Operator  risk-bearing  i«  1  -  z/li-:  — - 
Operator  management  and  risk-  : 
bearing  "  1^  -  y/u— ---— : 
Operator's  personal  services  : 
(labor,  management,  and  risk-  ; 
bearing)  •  1  -  x/u——t- «--»-»--:  --^ 
Operatpr^s  personal  setvlces  : 
and  capital  -  1  -  w/u— — — — :  — ^- 


Optimal  farm  organization 


do. 
do. 
do. 

do. 

do. 


i 


440  X,120 
.4  10 
.4    .  .9 
294,347  748,087 


140 
121 
109 


2,974 
2,569 
14,717 
V  ■ 
336 
4,449 


356 
306 
279. 


7,634 
1,541 
34,404 

876 
11,370 


I- 

1.4. 
1,147,086 


547 
470 
428 


11,732 
0 

57,354 

1,347 
17,307 


714 
Q 

19,300 
20,014 
42,085 

1,817 
5,138 
50,091 
57  046 
108,237 

2,791 
10,^76 
78,003 
91,070 
167,078 

59,481 
39,467 
35,018 

152,684 
95,638 
84,268 

234,647 
143,577 
.126,270 

X9i965 

45,988 

•  67,569 

U,396 

44,447 

67,569 

14,422 

36,813 

55,837 

.758 

.759 

.762 

.708 

.709 

.712 

.664 

.699 

.712 

.411 

.448 

.462 

\l  Assuming  the  opportunity  cost  or  reservation  price  of  operator 
management  is  5  percent  of  gross  income* 

Source:    (80) .  ,  » 
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for  a  ranch  budgeted  wijji  about  43/000  acres  of  rangeland^  carrying  800  animal  units  . 
Beyond  this  size  only  sHght  economies  were  attained.  As  ranch  size  increased  to 
80,  000  actes  of  range  with  I,  680  animal  units,  average  cost  per  hundredweight  of 
beef  produced  declined  only  55  cents,  to  $27  ,  84.  " 

■  ,      .'  f  ' 

These  costs  are  well  above  the  longrun  projected  beef  prices  for  the  atea,  and 
imply  that  the  net  retulni  is  not  sufficient  to  meet  the  cash  operating  costs  and  depre- 
ciation, plup  the  opportunity  cost  of  capital  (interest  on  the  investment)  and  the  oppor- 
tunity cost  of  the  operator's  labor  and  management.  However,  these  opporturtily  coat 
items  account  for  more  than  half  of  total  cost.  All  of  the  composite  ranches  budgeted 
in  the  study  were  found  to  be  capable  of  earning  a  positive  net  farm  income,  meeting 
all  cash  operating  costs,  and  depreciation,  but  not  capable  of  meeting  the  oppoi:*t\uuty  - 
cost  on  capital  and  the  operator's  personal  services.  A  rancher  having  full  equity 
in  his  operation  could  continute  operating  indefinitely,  even  thou ^  Ms  resources 
flailed  to  receive  their  opportunity  dost.  However,  in  4  longmn  planning  situation 
such  as  that  facing  a  prospective  or  new  rancher  or  the  heirs  of  a  deceased  rancher, 
it  seems  unlikely  that  the  resources  would  be  invested  in  an  Arizona  cattle  ranch 
unless  all  opportunity  costs  Were  met.  12/  .  •  * 

This  line  of  reasoning  is  generally  valid  for  cases  involving  stable  or  constant 
land  prices.  However,  when  land  prices  are  generally  rising,  fairmers  and  prospec- 
tive investors  may  be  encouraged  to  invest  in  farming  even  thou^  current  net  income 
is  not  sufficient  to  meet  the  opportunity  cost  of  all  resources.  Over  a  long  period 
capital  gains  can  be  an  important  pource  of  increase  in  net  worth,  particularly  in 
view  of  the  fact  that  realized  capital  gains  are  taxed  at  lower  rates  than  income  from 
the  farming  operation*  Throughout  all  of  the  studies  examined  in  the  present  report, 
land  values  are  assumed  to  remain  constant,  thereby  ignoring  the  possibility  of  capi- 
tal gains.  The  transition  from  this  assumed  situation  to  real  life- can  be  easily  made 
by  applying  the  appropriate  rates  of  capital  appreciation. 

Frequent  Misinterpretations  of  Farm  Cost  and  Profit  Data 

Most  studies  of  economies  of  size  show  average  total  cost  to  be  less  than 
aver'fige  revenue  on  the  farms  studied,  leaving  a  profit  which  is  sometimes  rather 
large,  partlctilarly  among  very  big  farms,  .This* leads  to  the  Idea  that  thes?  very  » 
big  farms  are  enjoying  an  exorbitant  profit.  The  traditional  formulation  of  the 
theory  of  the  firm  sometimes  leads  to  concern' over  the  existence  of  profit,  for 
two  reasons,'  First  is  the  belief  that  if  our  competitive  system  is  really" function- 
ing, entry  of  new  firms  or  expanded  production  by  existing  firms  will  surely  force 
output  up  and  prices  down.  Second  is  the  belief  that  as  the  price  is  forced  down 
toward  the  equilibrium  level  (tangent  to  the  low  point  of  the  average,  total  cost 
curve),  all  smaller  firms  will  be  forced  to  either  expand  qr  drop  out  of  production. 
This  prospect  is  partictjiarly  distressing  to  those  concerned  about  the  ftiture  of  the 
"small  family  farm , " 


12/  This  wotild  requirje- ^ther  a  more  favorable  set  of  resource  costs  and  beef 
prices,  or  more  efficient  technologies  th&n  those  currently  used  on  the  typical 
Southwest  Arizona  cattle^ ranch. 


17 


ERIC 


Another  reason  for  concern  i»  that  when  the  results  of  severia  independent 
economies  of  size  studies  amayzing  a  given  type  of  f^imling  in  different  areas  are 
compared,  it  uppears  that  some  arfeas  are  considerably  more  efficient ^an  others. 
This  may  lead  to  the  conclusion  that  the  areas  exhibiting  relatively  higher  cost 
curves  will  give  way  to  the  more  efficient  producing  areas*  These  cpucerns  are 
frequently  the  result  of  erroneous  interpretations  of  farm  cost  and '^fit  data,  as  ' 
(^scussed  below .  \  4        '  * 

The  contention  that  the  <*3cistence  of  a  profit  margin  will  always  attract  new 
resources  is  a  misinterpretation  of  the-lcey  concepts  of  profit,  total  cost,  and  resid- 
ukl  claittiant.  Tqtal  cost^  as  calculated  in  economies  of  size* studies,  inclu<3es  a  re- 
turn to  all  resources  excluded  from  the  residual  claimant.  s\nce  profit  is  the  re- 
turn to  the  r<?sidual  claimant,  and  the  residual  claimant  usuaUjy  includes  operator 
management  and  entrepreneur  ship,  profit  includes  a  return  totae  operator  for  super- 
vising and  coordinating  the  operation  and  for  bearing  the  risk  and  uncertainty  of  thie 
firm»s  financial  outcome.  Under  perfect  competition,  equilibrium  of  the  firm  re- 
quires that  the  average  revenue  (marginal  revenue)  curve  is  tangent  to  the  minimum, 
point  of  the  envelope  curve  (average  total  cost  curve).'  Each  resource  is  paid  just 
enough  to  keep  it  from  being  drawn  into  other  uses,  but  not  enoug^vto  attract  addi-  ' 
tional  resources  into  p reduction.  •  •  «        "        ■  ^ 

One  vital  assumption  of  perfect  competition  is  that  perfect  knowledge  prevails-- 
no  uncertainty  exists .  This  implies  that  the  marginal  value  product  of  the  uncertainty- 
bearing  factor  is  zero.  .Hence,  the  firm  does  not  need  to  earn  a  pure  profit,  or  net 
return  to  uncertainty-bearing  or  entrepreneurship.  There  is  no  pure  profit  at  equilib- 
rium under  perfect  competition,  because  therei  is  no  uncertainty.   Firms  will  maxi- 
mize profit  (at  zero  level)  or  minimize  losses  by  gravitating  toward  the  minimum 
point  on  the  envelope  curve,  at  output  level  Q  in  figure  1.  • 

•  I  •  ,    ,    *  «         '  .• 

Now,  if  we  relax  one  of  the  asaumptions  of  the  perfect  competition  mbdel,  and 
recognise  that  imdertainty  prevails,  then  we  view  firms  as  tending  toward  an  elusive 
equilibrium  that  does  involve  a  profit;  that  is,  a  return  to  uncertainty-bearing  or 
entreprenguj^hip.  Thus,  average  revenue  will  not  necessarily  be  forced  doWn  to 
the  xniniiOTlh  point  on  the  longrun  average  Cost  curve.   Firms  in  equilibrium  would  -  '  • 
maximize  profits  (at  some  positive  level)  by  extending  output  beyond  leve^l  Q»  But 
the  presence  of  uncertainty  leads  real  firms  to  hold  production  below  the  profit- 
maximizing  level.   '  .  f      :  y  . 

Farms  smaller  than  the  size  corresponding  to  the  low  point  on  the  average  cost 
curve  will  not  necessarily  be  forced  out  of  production,  ^as  long  as  their  profit  poten- 
tial is  sufficient  to  overcome  the  opportuni^  cost  and  reservation  price  of  small-farm  ^ 
operators.'  Opportunity  cost  is  likely  to  remain  ^fclatively  low  for  a  substantial  number 
of  farmers  who  lack  the  skills,  education,  and  mobility  to  be  attracted  into  off-farm 
employment.   Farmers  will  probably  continue  to  place  lower  reservation  prices  on 
their  management  for  1-  or  2 -man  operations,  and  higher  reservation  prices  for 
larger  operations  that  require  supervision  of  several  hired  men  and  coordination  of 
a  hi^y  complex  operation.   Furthermore,  farmers  will  probably  also  continue  to     »  ' 
place  a  relatively  lower  reservation  price  on  their  entrepreneurial  function  in  an  0 
operation  that  can  be  operated  profitably  by  one  or  a  few  fuU-time  men,  as  compared 
with  very' large,  complex  farm  businesses  that  have  a  high  probability  of  failure. 

'  A        18  *    •  • 
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Another  misinterpretation  of  farm  cost  analysis  concerna  interregional  compe- 
tition.  Certain  types  of  farming  wifl  not  necessarily  <iisappear  from  areas  that  seem  o 
to  have  relatively  high  production  costs,  nor  will  production  necessarily  gravitate 
intd  other  areas  that  seem  to  be  capable  of  greater  efficiency.   For  any 'commodity 
or  lype.  of  farming,  there  are  considerable  differences  in  production  costs  between 
areas.  This  variation  is  partly  real,  reflecting  true  differences  in  efficiency,  and 
partly  methodological,  resxJlting  from  differences  in  accounting  procedures,  defini- 
tion of  residual  claimant,  and  other  assumptions  employed  in  the  cost  an^ysis  .  Even 
when  the  methodological  effects  are  sifted  out,  leaving  only  the  real  differences  in  pro- 
ductton  cost,  orie  is  still  not  justified  in  predicting  unequivocally  that  the  less  efficient 
areas  will  give  way  to  the  more  efficient  ones.   Such  conclusions  are  invalidated  by  the 
familiar  principles  of  comparative  advantage  and  by  other  concepts  underlj'^;.^  nter- 
rejgional  spatial  equilibrium  analysis. 

Another  concept  needing  clarification  is  the  relatipn  between  stabilizing  forces,, 
average  cost,  and  supply  functions*  When  uncertainty  is  reduced,  the  reservation 
price  farm  operator^  charge  for  their  entrepreneurial  service  is  lowered.  Conse- 
quently, the  real  average  cOst  and  marginal  cost  are  reduced.  This  has  the  effect 
of  shifting  the  supply  curve  to  the  right,  so  that  a  larger  quantity  will  be  produced 
at  a  given  price.   This  line  Of  reasoning  is  essential  to  an  accurate  anticipation  of 
the  production  response  that  will  result  from  a  change  in  price-support  policy.  For 
example,  when  a  commodity  is  first  brought  under  price  support,  one  initial,  effect 
is  the  elimination  of,  or  great  reduction  of,  price  uncertainty.   This  in  turn  reduces 
.  one  of  the  resource  costs,  namely,  the  reservation  price  of  the  uncertainty-bearing 
or  entrepreneurial:  factor.   The  supply  curve  is  thus  shifted  to  the  right  by  an- amount 
depending  an  tlie  dogree  of  price  uncertainty  existing  prior  to  enactment  of  the  price 
support.   Thus,  if  pric6-support  levels  are  established  on  the  basis  of  the  supply 
function. as  it  existed  earlier,  then  the  output  is  likely  to  be  much  greater  than  antici-^ 
pated,  even  taking  into  account  technological  change  and  rising  yields. 

Misinterpretations  often  result  from  failure  to  recognize  entrepreneurship  as 
one  of  the  factors  of  production.   When  the  perfect-knowledge  assumption  is  relaxed, 
the  conventional  classification  of  resources  as  land,  labor,  and  capital  should  be  ex- 
tended to  include  entrepreneurship  (risk-taking  or  Uncertainty-bearing).  Imputing 
residual  returns  to  one  of  the  usual  factors,  such  as  labor  or  land  or  capital  often 
leads  to  some  peculiar  findings,  becaus6  entrepreneurship  is  not  reiSognized  as  a 
permanent  part  of  the  residual  claimant.    An  example  taken  from  an  analysis  of. 
irrigated  cotton  farms  in  the  Texas  High  Plains  will  help  to  clarify  thiff  concept  (80), 
Profit  is  defined  in  that  study  as  the  return  to  the  farm  operator  for  the  management 
funrttions  of  coordination  and  superviai'on  and  for  bearing  the  responsibility  for  a 
profit  or  loss  from  the  farin's  operation.   In  calculating  total  cost,  each  resource 
Js-pricGd  at  market  rates  on  an  annual  cost  basis,  including  an  opportunity  cost  for 
the  operator's  labor. 

Total  profito  earned  by  various  sizes  oHarms  analyzed  are  presented  graphi- 
cally in  figure  .  shortrun  average  cost  curves  are  included  to  facilitate  com- 
parison of  avera^je  t.^^.ts  and  total  profits  per  farm.   The  total  profit  scale  is  indi- 
cated on  the  right  vertical  axis,  and  the  ^^erage  cost  scale  (total  cost  per  dollar 
of  output)  is  indicated  on  the  left  vertical  a:pr^.   When  the  two  curves  are  considered  ' 
simultaneously,  several  facts  becom.e  ^/dent.   Average  cost  is  almost  constant  over 
a  wide  range,  from  $60,000  to  $235* «6o  of  output,  representing  cotton  farms  of  440 
acreo  to  about  1,  800  acres.   Throughout  this  range,  the  costjrevenue  ratio  (ratio  of 
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Figure  2 

total  cost'to  the  income  generated  by  incurring  thii  coit)  !•  legs  than  1,0.  Therefore/ 
the  total  profit  curve  has  a  rather  constant  upward  slope  along  this  range  of  output. 
The  l-mjin  440 -acre  farm  with  6-row  niachinery  achleyeg  an  average  total  cbgt  as 
low  as  any  of  the  larger  farms.  But  the  larger  farms  earn  considerably  higher  profits, 
totaling  mor*  than  $ G7, 000  annually  for  a  5 -man  farm  with  more  than  1, 500  acfres  of 
cropland.* 

These  results  were  based  on  10G7  projected  prices  and  advanced  technologic 
available  at  the  time  the  analysis  was  done  in  1962.  Althouj^i  profit  potentials  and 
size-efficiency  relationships  for  earlier  periods  are  not  available,  the  relationships 
developed  here  probably  apply  in  general  to  earlier  years  in  that  farming  area.  More 
specifically,  it  seems  'likely  that  during  the  period  1D54  to  1959  farms  with  more  than 
1, 000  acres  of  cropland  were  more  profitable  than  similar  type  farms  of  smaller  size. 

During  this  period,  the  number  of  farms  with  1,  000  or  more  acres  of  cropland 
increased  by  5  percent,  while  the  number  of  farms  with  from  500  to  999  acres  in* 
creased  by  10  percent.   Why  did  this  profit  !>otential  ndt  draw  more  firms  into  the 
largest  size  class?  Perhaps  tlUs  question  can  be  answered  partly  in  terms  of  the 
opportunity  cost  and  reservation  price  concepts.  No  one  but  the  individual  farmer 
himself  knows  the  opportunity  cost  dr  ^reservation  price  which  he  places  on  his  labor, 
management,  and  entrepreneurship.  Following  Haavelmo  (49),  on«  can  see  that  a 
possible  reason  wljjr  so  few  firms  have  expanded  to  very  large  size  is  that  the  prom- 
ise of  a  greater  profit  potential  is  somewhat  offset  by  the  uncertainty  and  the  difficvilty 
of  coordinating  the  operations  of  these  large  firms.  In  other  words,  the  profit  potential 
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may  be  leii  tmin  the  lum  of  (a)  the  opportunity  coit  or  reiervation  price  fermeri 
place  on  their  labor  and  on  their  taak  of  supervliing  and  coordinatinf  the  effort! 
of  leveriil  hired  tnen^  plus  (b)  the  reiervation  price  they  place  on  their  entrepre- 
neurial iervicei« 


The  Farm  ai  a  Goodi«and*Servicei  Firm 

Now  .we  turn  to  the  other  end  of  the  lize  continum,  and  examine  waya  in  wWch 
the  changing  form  of  the  farm  firm  hag  led  to  chang ei  In  the  Structure  at  agriculture 
in  general,  and  particularly  in  the  nature  of  email  fM^e*  The  modlficatibni  of  tradi- 
"  ti^onal  theory  offered  here  ahoiild  alio  provide  a  framewbrk  for  underitanding  eize- 
^^.elhbiency  relationihipi  and  for  initiating  reieat'ch  on  the  changing  itructure  of  U.S. 
agjifculture. 

The  farm  operator  li  uiuaUy  enviiioned  ai  being  engaged  only  in  the  production 
of  goodly  not  of  outeidc  lervicee^  owning  or  otherwiee  controlling  all  the  durable  fee- 
tore  ag  fixed  reeourcfg,  anduglng  theee  reeourcee  to  provide  gervicee  oVily  for  hig 
own  farm.  A  more  realietic  concept  vlewe  the  farm  firm  ag  (a)  a  produc^er  not  only 
of  good»  bat  aleo  of  varioug  gervlceg,  gtich  ag  cugtom  work  and  off-farm  Jobg,  and  ag 
(b)  having  the  poggibility  of  hiring  varioug  reeource  gervicee  in  the  amountg  needed, 
ag  well  ag  owning  and  operating  durlible  reeourcee. 

Thig  broader  range  of  economic  actiyitiee  allowi  the  firm  more  poggibilitiee 
for  achieving  harmonioug  Organization  of  itg  operationg.  For  example,  when  a  faripa- 
er  cuetom  hiree  all  or  part  of  an  operation  whoee  gucceeding  gtagee  tend  to  xxverlap, 
*  he  can  overcome  peak  'workloadg  and  can  achieve  greater  hu:mony  among  the  gequen- 
tial  gtagee.  He  can  aleo  obtain  a  larger  output  from  each  of  the  con^eting  farm  enter 
prleeg.  Cugtom  hiring  allowg  the  operator  to  expand  an  enterpriee  for  which  flrtain 
operationg  (euch  ag  harvegting  of  freeh  vegetablee)  mugt  be  performed  within  rather 
narrow  time  limite,  or  an  enterpriee  whoee  requiremente  for  labor  and  machinery 
over  the  couree  of  the  production  period  would  conflict  with  other  enterprieee. 

Coordination  ig  frequently  the  limiting  reeource  that  neceegitateg  the  hiring  of  ^ 
'  cuetom  eervicee.  If  two  or  more  eimultaneoue  operation!  each  require  a  coneider-  ' 
able  amount  of  coordination,  the  reeult  may  be  highex*  coet  or  lowei*  revenue  becauee 
of  improper  or  untimely  execution  of  the  operation*.  ?  , 

1   On  the  other  hand,  a  farmer  who  owne  (or  otherwlie  control!)  a  large,  higji- 
capaciiy  machine  ie  often  able  to  perform  certain  operaUoni  eo  rapidly  that  he  and 
hig  equipment  are  idle  between  eequential  operationg.  Thie  glvee  rig e  to  ex6egg 
labor  and  maphine  capacity  that  can  be  gold  to  other  farmere  ag  cugtom  gervice.  A 
part-time  off-farm  job  can  be  viewed  in  a  elmilar  light,  ag  a  meane  of  gelling  unueed 
gervicee  of  a  fixed  resource  (in  thie  cage,  the  operator* a  labor)  to  another  firm. 

Under  this  concept,  the  output,  of  a  firm  iricludee  the  income  from  cugtom  work 
done  plus  wagee  from  off-farm  jobg  in  addition  to  groig  income  from  the  eale  of  farm 
products.  Cuetoip  gervicee  hired  are  included  in  thflddUrect  or  variable  cost  itemg» 
A  farm  viewed  ag  a  goodg-and-services  firm  may  ha^.^i  lower  average  total  coet 
than  would  the  game  farm  viewed  ag  a  gtrictly  goodg-ph>ducing  firm,  gince  wagee 
and  Income  from  cuetom  work  ralge  the  groeg  income. 
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At  one  end  of  the  foodteimd-iervicei  ipectrum  are  the  farmi  whoie  lole  aource 
of  Income  ii  ^e  lale  of  fari^pf  oducti .  At  the  other  end  of  the  ipectrum  arc  the  ipe- 
ciallaed  cuatom  lervlce  ilrmi.  In  between  are  farma  whoie  income  from  the  lale  of 
farm  product!  ii  lupplemented  by  cuitom  work  or  other  lervicei, 

Emergence  of  Specialized  Service  Hrma 

Familiar  examplei  of  operaUoni  that  are  often  performed  by  ipeciallzed  cuitom 
■ervice  flrmi  are  grain  harveiUng  and  appUcaUon  of  peiticidei  and  ferUUzeri.  Leii 
familiar  examplei  are  leedbed  preparation  for  vegetable  cropi,  fruit-tree  pruning,  • 
an-d  arUflcial  iniemination.  In  fact,  many  itagea  previously  performed  «■  P*rt  of  the 
farm  operation  emerged  ai  proceiiing  or  marketing  functioni  when  ipecialixed  flrmi 
took  over  their  performance.  Coniider,  for  .example,  grading  and  Packing  of  fnUti 
and  vegetablei,  traniporting  and  ilaughtering  of  Uveitock,  and  the  leparating  and 
churning  of  creami  In  lome  areai  and  for  certain  type*  of  farma,  contract  or  cui- 
tom lervice  firmi  arc  avaUable  to  perfoj;m  virtually  every  tapk  involved  in  growing 
a  crop,  as  ii  the  caie  for  vegetable  farmi  in  the  Imperial  Valley  of  California  (20). 
In  other  farming  areas,  relatively  few  production  operationi  have  been  aisumed  by 
such  specialized  service  firms. 

Custom  operators  and  speclaliajcd  service  firms  are  often  able  to  offer  their 
services 40  farmers  at  cost-reducing  rates*  This  ii  possible  when  there  are  im- 
portant economies  of  lize  in  the  operations^  und  when  the  »ervice  firm  can  operate 
at  or  near  full  ci^Acity.  Under  some  circumstances,  the  farm  operator  can  r^uce 
his  variable  coiti  by  hiring  cuitom  work  done,  even  when  cuitom  ratei  are  higher 
than  the  average  variable  cost  at  which  he  could  perform  the  lame  aervice.  Fo/  ex- 
ample if  the  hiring  of  cuitom  work  relicvei  a  botttcneck  and  aUowi  expansion  of^ 
enterp'rlie*  that  compete  for  Umiting  reiourcei  during^eak  work  period,  «id  if 
the  reiulUng  increase  in  revenue  is  more  than  the  coat  of  the  custom  work,  then  the 
firm's  profit  has  bee»  increased*  it 

In  general,  specialized  firms  tend  to  emerge  whenever  they  can  take  wer  the 
performance  of  a  itage  of  production  ot'  leriei  of  itages  and  can  earn  a  profit  by 
doing  10.  Such  a  ftrm  wiU  lucceed  if  it  can  perform  a  lufficiently  large  volume  of 
service  at  a  price  high  enough  to  overcome  the  high  fixed  coit  of  the  ipeciallzed  ma- 
chinery and  equipment.  A  relatively  iteady  flow  of  buaineis  throu^out  the  year  li 
necessary  to  attain  this  volume.  Some  firms  achieve  this  steady  flow  by  migrating 
from  one  area  to  another  to  take  advantage  of  differences  in  planting  and  harvesting 
dates.  Custom  wheat  harvesting  firms,  for  example,  move  northward  through  the 
Great  Plains  with  the  maturing  date  of  wheat. 

Rising  Importance  of  Off-Farm  Work 

Viewing  the  farm  as  it  goods-and-scrvice  firm  alio  helps  to  explain  the  hi|^i 
and  riling  importance  of  qff-farm  Jobi  and  cuitom  work  as  lourcei  of  farm  family 
income  and  profit.  Farmeri  who  employ  increaiingly  productive  machine  technol- 
ogiei.  but  fail  to  make  proportionate  increaiei  in  the  acreage  they  operate,  often 
have  unuicd  labor  available  for  iale  to  other  flrmi  in  the  form  of  hired  labor,  dr 
they  may  be  *ble  to  "icU"  exceas  machine  capacity  by  doing  cuatom  worki^  Pooling 
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the  income  from  »U  three  80urtii^|r»'*Stl<i  of  farm  produets,  custom  work  performed, 
and  off-farm  work  done  for  hire^-glves  the  gross  income  for  a  goods-and-ierviee« 
firm.  The  firm's  costs  are  also  increased  by  9uch  itemi  as  operating  costs  and  use* 
depreciation  on  the  machines  used  for  custom 'work,  and  transportation  and  other  costs 
associated  >vith'the  operator's  off-farm  job.  But  whenever  the  increase  in  cost  is  ^ess 
than  the  increase  in.  gross  income,  the  firm's  total  profit  is  increased.  From  the  effi* 
ciency  point  of  view,  whenever  tile  increase  in  cost  is  less  than  proportionate  to  the 
increase  in  gross  income,  the  firm's  cost; revenue  ratio  or  average  total  cost  is 
decreased.  , 

Off-farm  jobs  are  an  increasingly  important  source  of  income  even  among 
operators  of  farms  producing  $10,  OOQ  or  more  worth  of  farm  products  annually. 
During  the  1950's,  the  proportion  of  thise  farm  operators  who  had  off-farm  jobs  in- 
creased from  21  to  27  percent.  The  number  working  off  their  farms  more  than 
100  days  a  year  increasedifrom  7  to  10  percent.  Both  off-farm  jobs  and  cus^m  work 
are  important  sources  of  net  income  to  these  farm  operators;  in  1959  tliey  accounted 
for  roughly  $90  and  $20,  respectively,  out  of  every  $1,  000  of  net  income  earned  by 
JaCrm-op orator  families  in  this  class  (128). 

Persistence  of  a  Large  Number  of  Small  Farms 

An  important  principle  of  microeconomic  theory  tmderlying  economies "of-si^e 
analysis  is  that  average  total  cost  must  not  exceed  average  revenue  if  a  firm  is  to 
remain  in  production  indefinitely.  The  usual  conception  of  the  small  farm  as  a  firm 
engaged  only  in  the  production  of  goods  necessarily  gives  rise  to  an  average  cost 
curve  with  a  steep  downward  slope,  implying  that  small  farms  are  inlierently  ineffi- 
cient and  therefore  bound  to  disappear  quite  rapidly  .  The  empirical  studies  presented 
later  in  this  report  indicate  that  in  the  long  run  the  break*cven  point  for  average  coit 
and  average  revenue  per  unit  occurs  well  beyond  $10,  000  of  annual  gross  sales  of 
farm  products .  On  the  basis  of  conventional  microeconomic  theory,  tliis  would  lead 
one  to  expect  farms  producing  less  than  $10,  000  of  gross  sales  to  disappear  rapidly. 
However,  small  farms  have  continued  to  exist  in  rather  large  numbers .  IXiring  the 
1950»s,  the  number  of  commercial  farms  with  less  than  $2,  000  of  gross  sales  (rep- 
resenting the  main  oeeupatioit  and  source  of  income  to  Hio  operator)  declined  by  68 
percent,  leaving  only  409, 000  such  farms  by  1959.  However,  the  number  of  fat'ms 
witli  $2, 500  to  $10, 000  of  gross  sales  declined  by  only  20  percent,  leaving  1.  3  million 
such  farms  by  1959  (93,  table  15).    The  continued  existence  of  nearly  1.8  million 
commercial  farms  producing  less  than  $10,  000  worth  of  gross  sales  seems  to  indicate 
a  lack  of  consistency  between  theory  and  observed  fact^ 

The  porsisteneo  of  a  large  number  ^ small  and  part -time  farms  on  the  national 
scene  becomes  easier  to  explain  when  the  farm  is  viewed  as  a  goods-and-scrviccs 
firm,  thus  allowing  for  the  broader  range  of  economic  activities  that  farm  operators 
actually  engage  in.  Empirical  studies  have  shown  that  relatively  small  farms  can 
acliieve  tlie  ultimate  in  economies  of  size  when  sufficient  custom  service  is  available 
for  timely  performance  of  farming  operations  <20,  6g).   Furthermorre,  off- farm  work 
is  especially  common  among  tlie  operators  of  small  farjms.  Among  operators  of  farms 
with  $2,  500  to  $9, 999  of  gross  farm  income  in  1959,  one  out  of  tiiree  did  some  off-farm 
work  during  tlie  year,  and  one-sixth  worked  off  tlieir  farms  more  than  100  days 
(93.  table  13). 
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METHODS  OP  ANALYZING  ECONOMIES  OP  SIZE 

A  wide  variety  of  analytical  procedures  has  been  employed  in  analyzing 
economies  of  size.  This  variation  comes  in  part  from  the  diversity  of  purposes  for 
and  situations  in  which  these  studies  have  been  conducted.  A  slight  difference  in 
focus  or  in  the  nature  of  the  production  setting  can  greatly  alter  the  appropriate  pro- 
cedures. Likewise,  the  analytical  procedure  will  dictate  the  kinds  of  inferences  that 
1^  can  be  properly  drawn  fi'om  a  study.  No  single  analytical  procedure  is  best  for  all 

econontiies-of-size  studies.  The  optimal  method  depends  on  the  specific  situation  in- 
volved--the  nature  of  the  production  processes  being  considered^  and  the  kinds  of 
questions  the  study  is  supposed  to  answer.  The  purpose  of  this  secUon  is  to  discuss 
i  and  compare  the  techniques  most  often  employed. 

The  widely  used  concept  "returns  to  scale"  should  be  mentioned  briefly.  Econ- 
omists frequently  fit  a  least-dqiiares  Cobb-Oouglas  production  fun«§tion  to  input-out- 
put data  and  then  examine  the  sum  of  the  exponents  (production  elasticities).  If  this 
sum  equals  1.0,  tliis  is  taken  as  proof  of  constant  returns  to  scale.  Decreasing, 
constant,  cfr  inr^reasing  returns  to  scale  are  indicated  if  the  sum  is  less  than,  *equal 
to,  or  greater  than  unity,  respectively.  In  the  concept  of  constant* returns  to  scale 
it  is  assumed  that  if  all  inputs  are  increased  by  a  constant  prdportioh,  k,  then  output 
will  be  increased  by  tlie  same  proportion.  By  definition,  returns  to  scale  are  de- 
creasing if  output  increases  by  less  than  k  and  increasing  if  output  increases  by 
more  than  k. 

Herein  lies  the  first  weakness  of  t>ie  returns -to -scale  concept:  It  applies  only 
to  situations  where  all  inputs  are  increased  by  the  same  proportion.  Such  situations 
seldom  occur  in  tlie  real  world.  Furthermore,  the  returns-to-scale  concept  applies 
only  at  the  geometric  means  of  the  variables— that  is,  for  the  "average"  size  of  firm 
observed.  The  sum  of  the  elasticities  gives  no  indication  of  the  relative  efficiency 
of  larger  or  smaller  size  of  firms . 

Another  weakness  Is  that  the  results  are  strongly  influenced  by  several  rather 
arbitrary  decisions  regarding  the  number  and  form  of  the  variables  included  in  the' 
equation,  the  range  of  sizes  represented  by  the  basic  data,  and  the  algebraic  form 
of  the  equation  fitted  to  the  data.  Thus,  the  results  are  not  determinate  in  an 
objective  sense. 

Perhaps  the  mOgt  serious  weakness  of  this  approach  is  its  inability  to  accom- 
odate discontinuities  such  as  those  resulting  from  discrete  increments  of  land.  The 
production  functions  used  in  tliis  approach  assume  that  tlie  resources  and  products 
arc  infinitely  divisible  (136,  p.  2),  Considering  all  these  limitations,  tlie  concept 
of  returns  to  scale  is  considerably  less  useful  than  the  concept  of  economies  of  size 
of  scale  as  used  in  this  report. 


The  Survivorship  Technique 

A  method  presented  by  SUgler  (122)  and  Saving  (ill,  112),  called  the  survivor- 
ship technique,  has  the  advantage  of  being  both  simple  and  direct.   It  also  has  several 
weakncsseis.  This  technique  is  predicated  on  the  idea  that  competition  among  firms 
will  sift  out  tlie  more  efficient  sizes.  Size  of  fir^  is  measured  in  terms  of  the  firm's 
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4t!ap«cl1y  ai  a  percentage  of  Induatry  ci^acliy •  Firm*  are  atratlfied  ao  that  both  the 
iSumber  of  flrzna  In  each  aize  claaa  and  the  percentage*  of  the  induatry^a  ciqpacity  rep- 
reaented  by  each  b1«c  claaa  may  be  tabulated.  Tabulatlona  are  made  for  two  or  more 
pointa  In  time.  Size  claaaea  that  exhibit  a  declining  proportion  of  the  induatry'a  ci^ac- 
ity  through  time  are  deemed  to  b«  Inefficient*  Converaely,  an  Increaainf  proportion 
of  the  itiduatry^s  capacity  in  a  larger  aize  claaa  la  taken  aa  prima,  facie  evidence  of 
efficiency  and  the  attainment  of  economiea  of  aize* 

Stigler provide*  example*  of  thi'a  method  from  many  industriei*  Hia  data  for 
tht  petroleum  refining  induatry  ahow  that  in  1947  acme  130  flrma  were  in  the  aize 
claaa  repreaenting  lea  a  than  one-tenth  of  1  percent  of  the  induatry*  a  ci^acify.  Data 
for  later  yeara  ahow  that  the  number  of  firma  in  thia  amalleat  aize  claaa  declined 
flharply;  the  percentage  of  the  induatry'a  total  capacity  found  in  thia  aize  claaa  de- 
clined alao.  In  contraat  to  thia  trend,  an  increaae  in  relative  importance  waa  ex- 
hibited by  the  claaa  of  slightly  larger  firma*  each  of  which  had  from  0, 50  percent 
to  0.75  percent  of  the  induatry'a  capacity.  All  together,  thia  aize  claaa  had  3.04  . 
percent  of  the  induatry'a  total  capacity  in  1947,  and  5. 05  percent  In  1954*    The  claaa 
of  largeat  flrma  (each  having  10  to  15  percent  of  induatry  capacity)  ahowed  a  ali|^i 
decline  in  percentage  of  total  induatry  capacity  from  year  to  year,  alipping  from 
11.85  to  ll.OG  to  10.72  percent  in  1947,  19S0,  and  1054,  reapecUvely.  Theae  and  . 
other  data  are  offered  aa  evidence  that  very  amall  petroleum  refining  companies  are 
n6i  aa  efficient,  aa  the  larger  onea,  and  that  the  very  large  flrma  are  no  more  efficient 
than  middle-aized  ones  (122,  p.  68).  -  . 

■  •  ' 

Thia  type  of  proof  ia  not  very  informative  or  convincing,  becauae  it  leavea 
several  pertinent  queationa  tmanawcrcd.   Pirat,  did  thoae  very  amall  firma  dla- 
appear  because  thoy  were  inefficient?  It  seems  entirely  poaaibLie  (although  perhapa 
not  likely)  that  many  of  the  very  small  firms  disappeared  from  the  rank*  of  the  very 
small  size  class  by  a  proeeaa  of  growth,  expanding  their  operationa  and  being  daiii- 
fled  in  a  larger  size  class  in  the  succeeding  periods.  Furthermore,  conceivably  theae 
small,  growing  firms  were  producing  more  eifflclently  (that  is,  at  lower  average  total 
coat)  than  any  of  the  larger  flrms,  and  could  even  have  experienced  a  decline  in  effl- 
ciency  (rise  in  average  total  coat)  aaHhexr  size  increaaed.  This  is  a  possibility  when 
(a)  tlio  envelope  curve  reaches  its  abadlutc  minimum  at  a  very  amall  aize  of  flrm,  aa 
is*  true  for  some  types  of  farms,  and  (b)  when  the  average  revenue  cujrve  is  not  forced 
down  to  the  point  of  tangoncy  with  the  envelope  curve  at  the  low  point  of  the  latter. 
When  tlie  average  revenue  curve  lies  above  the  minlmimi  point  on  the  average  coat 
curve,  firms  can  achieve  a  higher  profit  by  extending  output  beyond  that  minimum 
point,  even  tliouj^i  they  experience  hlj^er  average  total  coat  than  the  a  mailer  firma 
operating  at  the  low  point  of  the  average  coat  curve.  Thus,  it  is  possible  that  flrms 
could  disappear  from    amall  size  class  by  shifting  to  larger  and  more  profltable; 
but  not  necessarily  more  efficient,  operationa.  Thia  posaibility  raises  questions  as 
to  tlie  reliability  of  tlio  survivorship  teclmiquc  as  a  meana  of  pinpointing  efficient 
sizes  of  firm.  Findings  developed  using  this  technique  would  be  more  credible  if 
tliey  could  be  shown  to  agree  witli  tlie  results  of  more  refined  analysis  of  reprcsentar 
tive  flrm9  or  synthetic  firn[is  of  various  sizes. 

The  size-efficiency  relationahips  may  be  raaaked  by  other  factors.  Declining 
relative  importance  of  a  given  aize  of  firm  might  result  from  many  factora  otlier 
than  the  inlierent  inefficiency  of  that  aize  of  operation.  Location,  acceas  to  reaourcea 
and  marketa,  quality  of  management,  productivity  of  labor,  degree  of  utilization  of 
plant  capacity,  and  phyaical  deaign  of  the  plant  could  all  vary  among  theobaervedplants. 
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perhaps  the  tnoit  serious  weakness  of  the  survivorship  technique  lies  in  its 
measure  of  size;  A  firm's  size  is  measuzied  hy  its  proportion  of  the  industry's  tot«K 
productive  capacity.  The  measure  isiiiij^hily  elusive,  particularly  when  the  industryn 
capacity  is  changing.  Furthermore^  the  results  are, of  littXft  nieaning  to  planning  enf 
trepreneurs  who  seek  the  technical  Jpccificatibns  of  efficient  and  profitable  plants.  | 
The  findings  give  no  hint  as  to  Whether  the  more  efficient  size  firms  are  composed  \ 
of  a  large  number  of  small  plants,  or  k  few  very  large  plants .  \  , 

AH  these  weaknesses  of  the  survivorship  technique  would  be  largely  alleviated  \ 
if  size  of  firm  were  me$isured  in  physical  units,  andlf  this  technique  were  used  in  \ 
conjunction  with  the  more  Incisive  iyptM  of  cost  analysis  discussed  below.  Standing 
on  its  own,  this  technique  has  little  to  tecommend  it  as  a  niethod  of  analyzing  econo- 
mies of  size.  The  only  inferences  that  pne  is  justified  in  drawing  from  a  survivor- 
ship analysis  are  those  re^rding  changes  in  the  concentration  ctf  productive  capacity 
in  different  size  classes,  where  size  of  ifirm  refers  to  the  percentage  of  the  industry's 
capacity  found  in  the  individual  firm.  ^  ' 

■  "  ^  . 

.  Direct  Analysis  of  ^ctual  Firm  Rbcdbds 

*  Many  researchers  have  attempted  to  determine  economies  of  si?5e  directly  from 
a  sample  of  actual  firm  records*  Thiu  procedure  has  th^advantage  of  being  rather 
quick  and  inexpensive  If  the  farm  records  Ure  readily  available.  To  some  peoplej 
the  technique's  direct  connection  with  actual  firms  marcel  ihe  resxilts  seem  more 
reliable  than  the  results  of  synthetic  firm  analysis,  in  which  hypothetical  plants  are 
constructed  on  the  basis  of  economic  and  engineering  data  refLocting  advanced  or 
better-than-average  technologies.  However,  tlUs  direct  accounting  method  has 
rather  severe  shortcomings,  a$  illustrated  by  the  following  example. 

Kocords  of  nonfeed  costs  were  obtained  from  about  half  of  the  feedlots  operating 
in  Arizona  during  1057  (Ql).  In  all,  04  feedlots  were  observed,  representing  82.5 
percent  of  all  the  cattle  fed  in  the  State  tliat  year.  Average  total  cost  per  ton  of  feed 
fed  was  calculated  for  each  of  the  sample  feedlots.  Size  of  feeding  operation  was 
*ineasured  in  tons  of  feed  fed  during  the  year. 

The  largest  class  of  feedlots  fed  an  average  of  about  IG,  500  hicad  per  year. 
These  large  feedlots^ere  found  to  have  less  than  one-third  as  muc^  nonfeed  cost 
per  ton  of  feed  fed  as  did  the  smallest  feeding  operations.  However;  this  size-effi- 
ciency relationship  is  confounded  by  two  factors.   First,  other  studies  have  shown 
tliai  average  cost  declines  sharply  as  percentage  utilization  of  facilities  is  increased. 
In  tMs  study,  larger  feedlots  wore  observed  to  be  operating  closer  to  fiiU  capacity 
tlian  wore  the  omaller  operations.  Tliercfore,  much  of  the  difference  in  average 
cost  attributed  to  size  of  feedlot  is  actually  the  result  of  fuller  utilization  of  facilities. 
Second,  it  is  widely  recognized  that  average  cost  varies  with  length  of  feeding  period, 
classes  of  feeders  fed,  and  the  types  and  quantities  of  feed  tisedi;  The  observed  feed** 
lots  varied  widely  in  regard  to  all  tliese  factors.  »  • 

Slightly  different  versions  of  tills  method  have  been  applied  in  many  other  studies. 
In  each  case,  the  findings  have  been  subject  to  similar  limitaiions*  As  a  result  of. 
these  weaknesses,  this  procedure  provides  very  little  usofltl  information  about  the 
effect  of  farm  size  per  se  on  the  average  cost  of  production. 
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Compoiite  Firm  Budget!  From  Actual  Firm  Recordi 

In  a  alighUy  modified  approach,  compoiite  firm  budget!  are  developed  from 
actual  farm  records.  The  farm  records  are  first  leparated  into  uize  claSiea,  With- 
in each  size  class  a  composite  farm  is  developed  using  averages  of  the  various  re- 
corded items  (total  acreage.  Investment,  acres  of  each  crop,  yields,  cash  expenses, 
etc»)»  Then  tlie  average  cost  per  unit  of  output  of  the  composite  farm  in  each  size 
class  is  calculated,  using  assumed  prices  or  observed  averages  •  These  results  dre 
then  assumed  to  be  "typical"  of  farms  in  the  respective  size  classes.  Comparison  of 
these  typical  costs  yields  a  size-efficiency  relationship. 

For  example,  Maicr  and  Loftsgard  (81)  analyzed  the  costs  and  practices  of 
potato  producers  in  the  Red  River  Valley  of  North  Dakota.  Data  itom  82  selected 
growers  'were  separated  into  thtee  size  groups  (based  on  potato  acreage)  to  facili- 
tate comparisons  of  costs  and  practices  as  potato  acreage  per  farm  increased;  The 
average  charactcrisitics,  practices,  and  yields  for  each  size  group  were  Used  to  form 
three  composite  farms  to  represent  the  three  size  groiy>«.   Fixed  machine  costs  were 
allocated  to  the'  potato  enterprise  on  the  basis  of  the  pe%ntage  of  annual  use  devoted 
to  that  enterprise.   Average  cost  was  calculated  as  costjper  hundredweight  of  potatoes . 
Operator  and  family  labor  were  charged  at  local  wage  ^tes,  and  operator  management 
was  included  in  the  residual  claimant , 

Farms  in  the  \argest  size  class,  with  321  to  1,005  acres  of  potatoes,  were  found 
to  have  lower  average  costs  than  the  smaller  farms  (table  2).  However,  t^ese  differ- 
ences in  coat  were  attributable  fcot  only  to  differences  in  size,  but  also  to  differences 


Table  2. — SlzG-Gfflclency  relationships  £or  potato  farms  In  North  Dakota 


Item 

Unit 

Small- 
size 
group 

:  Mcdlum- 
:  size 

:  group 

:    Large-  ^ 
:  9l2c 
:  group 

:  All 
^  growers 

Range  In  potato' acreage- 

Acre 

95-160 

161-320 

321-1,005 

95-1, 0t)5 

AvcragG  potato  acreage — 

do. 

122 

235 

517 

.287 

Total  costs  per  acre—  — 

Dollar 

107.35 

105.35 

104.45 

105.15 

Average > 1960  yields 

140 

Cwt, 

130 

150 

145 

Total  cost  per  hundred- 

Dollar 

.83 

.  .75 

.70 

.73 

Sourci:  (81)- 

27 

3499 


.  In  prmcticev,.  For  cx«mplc>  Urger  farm»  u»cd  more  fertilizer  ^nd  made  more  fre- 
quent chemical  appllcatlonji  and  conaequentty  achieved  higher  yields  than  the'amaller 
farmi,  ALthoufh  thia  atudy  la  very  informative  and  uaeful  for  many  purposea,  It  pro- 
videa  no  Indication  of  the  potential  efficiency  atUinable  by  farma  in  different  aize 
cliiaaea,  in  caaea  where  all  alzes  uae  comparable  technologies. 

Studies  of  thia  kind  differ  considerably  in  the  specific  procedures  and  asaump" 
tioni  employed;  however,  they  share  several  basic  weaknesiea.  One  la  the  possi- 
bility of  inaccurate  coat  data.  Different  firms  employ  a>  variety  of  cost  accounting 
procedures.  Partictaarly  troublesome  are  differences  in  handling  resource  Inven- 
tories. In  reporting  purchases  of  certain  inputs,  a  firm  msy  not  be  accurately  re- 
porting the  amounts  actually  used  in  production,  because  of  changes|ln  carryover 
Inventory.  •  , 

^  ,  > 

A  more  serious  defect  is  that  the  composite  farms  do  not  accurd,tely  reflect 
the  actual  average  cost  of  farms  in  their  respective  size  classes.  The  class  inter- 
vals are  established  subjectively  so  that  the  decision  «s  to  whether  a  specific  farm 
is  averaged  in  with  a  smaller  or  larger  group  Ib  a  matter  of  judgment,  and 'the  class 
averages  are  Influenced  by  this  judgment.  Furthermore,  as  wider  cla(ti  Intervals 
are  used,  the  size-efficiency  relationship  is  obscured.  As  narrower  Intervals  ftre 
used,  the  number  of  farms  In  each  Interval  Is  reduced,  thereby  making  the  results 
more  vulnerable  to  minor  fluctuations  among  farms  as  well  as  to  errors  ^n  observa- 
tion. Anotlier  source  of  Inaccuracy  Is  that,  since  several  characteristics  of  Individ- 
ual^l«;ms^ro  being  averaged,  the  resulting  coniposlte  firms  have  an  aggregation 
bias,  making  them  inaccurate  replicas  of  the  group  of  firms  they  represent/ 

Another  basic  fault  of  this  method  is  that  the  composite  farms  do  not  accurately 
reflect  the  potential  efficiency  attainable  by  farms  of  various  sizes.  Many  existing 
farms  are  using  outdated  machines  and  btiildings,  and  practices  that  are  grossly  in- 
efficient by  modern  standards.  Some  farms  arc  operating  at  loss  than  full  capacity, 
or  with  inefficient  combinations  of  enterprises .  Averages  calculated  on  the  basis  of 
data  from  these  farms  are  not  good  indicators  of  the  efficiency  that  a  planning  firm  ^ 
could  expect  to  achieve  with  various  sizes  of  operation. 

Standardized  or  Adjusted  Data  From  Actual  Firnw 

Several  techniques  have  been  devised  in  an  attempt  to  compensate  for  the 
limitations  of  cost  data  obtained  from  actual  firms.  In  some  cases,  the  data  from 
actual  firms  can  be  adjusted  to  take  account  of  such  deficiencies  as  excess  capacity 
or  underutlllzation  of  facilities,  and  differences  in  method  of  reporting  cost  rates 
and  prices  In  tile  firm  records.    For  example.  Carter  and  Ocun  (20)  included  a  de- 
gree-of-utllizati  on  variable  in  their  multiple  regression  model.  This  variable  indi- 
cates the  percentage  of  available  machine  capacity  that  is  actually  utilized.  In  calcu- 
lating points  for  a  coat  curve,  tills  utilizatio'i  variable  is  set  at  100  percent,  so  that 
each  size  of  farm  Is  evaluated  on  a  somewhat  comparable  basis. 

In  another  study.  Dean  and  Carter  (31)  compared  two  alternative  analytical 
procedures— a  regression  analysis  using  adjusted  data  from  actual  farm  observa- 
tions* and  a  synthetic-firm  budgeting  analysis.  Sample  data  for  tha  1958  crop  year 
from  producers  of  eling  peaches  were  adjusted  to  eliminate  tlie  effects  of  differences 
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in  proportions  of  Waring  and  nonbearing  peach  tr^i«^Uio,  iht  intereit  ratei  and 
depreciation  formulas  u«ed  In  the  farm  accounts  were  itandardized  to  conform  with 
the  procedures  used  In  the  budgeting  analysis.  The  main  difference  In  the  results  of 
the  two  analyses  la  ttmt  the  regre^lon  analysis  of  actual  observations  indicates 
greater  reductions  in  average  total  cost  as  size  increases.  In  part,  ttUs  is  probably 
'  a  result  of  tlie  mathematical  form  of  the  cost  function  fHted  (the  Cobb-Douglas).  , 
However,  it  also  reflects  the  substantial  overinvestment  in  (Or  underutilized  capa<:lty 
of)  machinery  evident  on  the  small  farms*  In  the  synthesized-budget  analysis,  the 
machinery  invcstment^on  the  small  farms  was  fitted  more  exactly  to  require mQTits 
than  Is  often  the  case  In  practice.  Therefore,  it  Is  apparent  that  the  synthetic-firm 
analysis  provides  a  more  accurate  comparison  of  the  potential  efficiency  attainable 
by  each  size  of  farm,  when  all  sizes  are  efficiently  organised  without  excess  capacity. 
The  synthetic-firm  analysis  approach  Is  now  examined  in  detail. 


The  Econo^Xcj^Enginecrlng  or  Synthetic -Firm  Approach 

Synthetic -firm  analysis  Is  an  appropriate  technique  when  either  of  two  research 
questions  is  asked:  (1)  What  iB  tlie  average  cost  per  unit  of  output  or  profit  that  firms 
of  various  sizes  could  potentially  acIUeve  using  modern  or  advanced  technologies,  or 
(2)  what  are  ihe  differences  In  average  cost  per  unit  of  output  attributable  strictly  to 
differences  In  size  of  firm,  and  not  to  differences  in  degree  of  plant  underutilization, 
use  of  obsolete  technologies,  or  substandard  management  practices. 

In  the  synthetlc*firm  approach,  budgets  arc  developed  for  hypothetical  firms, 
using  the  best  available  estimates  of  the  technical  coefficlpnts--re80urce  require- 
ments and  expected  yields— and  charging  inotrket  prices  or  opportunity  costs  for  all 
resources.  Hypothetical  firms  are  developed  In  much  tJie ^amc  way  that  an  ar-chi- 
tcct  or  engineer  bidding  for  a  construction  contract  designs 4  proposed  factory  or 
bridge,  and  estimates  the  performance  and  cost  of  the  finisjjcd  product. 

When  the  planning  firm  has  ftyw  alternative?  choices,  tJie  synthetic  firms  can  be 
constructed  by  using  budgeting  techniques. ^/  However,  when  a  large  number  of  ' 
enterprises,  or  alternative  technologies  or  levels  of  resources  are  considered, 
manual  budgeting  becoipes  burdensome  and  time  consuming.  Use  of  linear  pro- 
gramming can  greatly  sljjnpllfy  the  computations,  particularly  If  a  computer  Is 
UBC(\,]AI  Witlva  shift  from  manual  budgeting  to  linear  programming,  each  enter- 
prise or  firm  activity  budget  Is  represented  by  a  column  In  tJie  linear  programming 
tableau. 

Every  study  of  economies  of  size  may  require  a  unique  model  to  reflect  tlie 
peculiarities  of  the  data  Involved.  Several  basic  types  of  mojiol  have  been  employed. 
For  comparison  with  oUior  types,  a  basj^j^^st-inlrdmlz^^  la  first  presented 

in  detail.  This  model  io  designed  for  multiple-product  firms  allowing  variable  pro- 
portions of  resources  and  products.^/  Specific  plant-^slzes  are  recognised.  Short- 
nin  economies  are  obtained  tJirougJi  Increasing  utilization  of  a  given  plant,  up  to  Its 

13/  This  metliod  Is  widely  used.  See  for  example,  Brcsslor^(2).  For  a  more  recent 
example,  see  Hunter  and  Madden  (05). 

14/  Conventional  procedures  are  discussed  by  Heady  and  Candler  (55). 

IQl  This  model  Is  discussed  In  detail  with  tlie\ad  of  on  actual  example  by  i^avls 
and  Madden  <29).  " 
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.  full  capaci^*  Determining  the  longrun  ecohoinies  that  are  obtained  as  plant  size  , 
increases,  with  all  resources  variable,  involves 'comparirig  the  efficiency  of  various  ' 
plant  sizes*  A  specific  plant  is  represented      a  given  level  of  the  fixed  resources . 
Various  degrees  ofutilizatfon  for  a  given  plant  may  be  represented  by  different  levels 
of  gross  income.  Thus*  it  is  possible  to  specify  the  plant  iize  and  level  of  gross  in- 
come in  a  cost-minimizing  linear  progriimSning  ijaodel  and  to  compute  the  least-cost 
combination  of  products  and  \;ariable  resources  for  that  specific  plant  ^d  level  of  ? 
gross  income.   Then  by  calculating  the  cost: revenue  r^tio  (total  costiS' divid^ed  by 
gross  iticOTOX^},  pne  point  on  the  shortrun  cost  curve  is  determined  for  the  specific 
plant  size  b0ihg  considered.   Additional  pointy 'on  the  shortrun  cost  .curve  are  deter- 
mined by  setting  the  level  pf  grogs  income  at  '^arious  levels  representing  different 
degrees  of  utilization  of  the  plant,  apd  computing  additional  linear  programming 
solutions  .  When  a'shpttrun  averag^  cost  curve  is  plotted  for  this  specific  plant 

'  ftize,  the  level  of  gross  income  is  sljown  on  tl?e  horizontal  axis  and  the  cost:  revenue 
ratio  on  the  vertical  axis,  as  in  figux*e  i  (p .  3) .  ; 

Shifting  to  the  next  shortrun  curve,  fixed  r^^ources  are  set  at  new  levels 
defining  thJ^next  plant  to  be  considered  >   Then  successive  linear  programming 
solutions  are  cbmputed  for  each  of  several  levels  of  gross  income,  each  reprer 
senting  a  different  degree  of  plant  utilization^;^  This  process  is  repeated  until  a 
shortrun  average  cost  curve" is  detefr mined  for  each  plant  size.  I^en  the  envelope 
curve  is  plotted  as  the  tangency  of  the  shortnin  curves,  ' 

This  model  has  been  used  fOr  developing  average  cost  curves  in  several 
studies  of  economies  of  size.   It  can  be  described  symbolically  asxfoUows: 
The  pr^etermined  data  include  the  technical  mput-output  coefficients  (aij), 
variable  costs  (cJ,  average  gross  revenue  for  real  activities  {gp,  and  re- 
source constraint  levels  (bj).   The  pro&em  is  to  dietenmne  the  activity  levels 
•<Xj),  such  that  v  .  .  ; 

n  ^ 

I     an    Xj    t  hi,  and 

.       •    j:=l  ^ 

n  • 

I     cj     Xj  =  minimum,  ^                               ,  . 

j=i                 .  '           .  , 

—  ■  -                           -        ■ , 

subject  to  the  following  constraints: 

^  1.   Xj   >.  0,  for  all  j. 

2.  n  •  , 

£     ^gi     ^»  a  specified  level  of  gross  income. 


16/  Total  cost  is  calculated  for  each  programming  solution  as  the  sum  of  the  costs 
incurred  in  the  objective  function  plus  the  lump  sum  of  costs  pertaining  to  the  plant 
size  being  examined .  ' 
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3*  b|  »  constant  fot*  ihe  i»s  representing  cer^n  iixe^  resOiirce^  ft^ 
H  t   °       other  reaources  involved  in  "buying"  activities, 

4.  Levels  of  the  fixed  resources  are  aJet  at  (Ufferent  quantities 

representing  the  various  plant  sizes  to  be  i&halyzed:     .  . 

a.  There  are  type rof- forming  constraints  on  source  of  gross  income, 
assuring  that  at  least  a  specified  percentage  of  gross  income  is 
produced  by  the  main  enterprise. 

b.  The  current  farm  price  support  progranis  can  influence  the  area  of 
land  available  for. certain  crops,  and  prices  received  for  supported 
commodities. 

The  prb^amming  analysis  determines  the  least-cost  method  of  producing 
specified  levels  of  gross  income  with  certain  size r determining  fixed  resources . 
Therefore,  it  can  be  said  that  the  optimizing  criterion  is  minimum  cosf  per  dollar  # 
of  gross  income.  17/ 

Selection  of  appropriate  gross  income  levels  for  a  given  plant  size  is  accom-^ 
pUshed  largely  by  trial  and  erroi:.   However,  a  useful  guide  may  be  obtained  using 
the  unrestricted  profit -maximizatior  model  described  below,  with  the  fixed  resources 
set  at  appropriate  levels  to  represent  the  specific  plant  sizes  for  which  cost  curves 
are  to  be  derived.  18/   This  model  employs  the  same  coefficient  (ajj),  average  gross 
revenue  (g|),  and  resource^levels  (bj).  In  this  caBer^re  ^o  define  rj  as  average  net 
revenue  ofthe  activities .   Then  the  problem  is  to  determine  the  activity  levels  x^ 
sucKthat  ^  -    ■■  ■  '  .  J 


n 


Z    ^t^j    Xj  X  bj,  and 

y  .  ■  ■  ■ 

E    n  xi    =  maximum . 

% 

The  constraints  used  are  the  saiaae  as  those  stated  above,  except  that  in  the 
second  constraint,  gross  income  is  not  held  constant.  Instead,  the  program  det^- 
mines  the  one  level  of  gross  income  which -  gives  the  largest  profit  attainable  with\ 
the  specified  levels  ofthe  fixed  resoiirces.   At  that  specific  lev^l,  this'model  give* 
exactly  the  same  solution  as  the  basic  cost -minimization  model.   However,  this  \ 
unrestricted  profit-maximization  model  is  1^  definition  irrelevant  for  more  than  \ 


17/  In  a  special  case  of  this  model,  one  of  the  resources  is  kept  at  a  predeter- 
mined level  throughout  the  analysis.    For  example,  in  th^e  model  developed  by 
Miller  and  Natrfeim  (87),  land  is  fixed  at  1,  600  acres  (84). 

18/  Miller  and  Nauheim  also^used  this  model  (87).  " 
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one  level  of  gross  Income,  Only  one  point  on  a  cost  curve  or  revenue  curve  is 
determined.  It  U  necessary  to- return  to  the  ba^c  cost-xninimiisation  model  to 
deternpiine  otji^r  points  needed  to  specify  the  cost  curve.  *  *' 

The  profit-maximizihg  level  of 'gross  income  in  the  solution  ife  uaeftjl  in  spot- 
ting the  relevant  ritnge  of  gross  income  levels  for  each  specific  plant  aize.  The 
prom'-maximi55ing^ level  of  output  will  occur  sUghtiy  to  the  right  of  the  loW  point 
on  the  shortruri  average  cost  curve  in  all  cases  where  this  low  point  lies  below  the 
average  revenue  curve .JL9/   The  profit -maximizing  level  of  gross  income  represents 
a  level  of  plant  Utiliaation  on  the  upward  sloping  portion  of  the  shortrun  average  cb9t 
curve.   Other  v^ues  of  gross  income  slightly  above  thi6  level  and -for  a  dpnsiderable 
range  "below  this  level  may  be  selected.   EJach  of  these  levels  of  gros»  income  ahould 
be  specified  as  an  equaHty  in,the  gross-income  row  of  the  basic  cost -minimization 
model.   A  separate  cost-minimizing  solution  is  computed  for  eacli  of  these  levels, 
tp  determine  points  On  the  ihortnm  average  cost  curve.  Then  the  aa^e  stepff  as 
for  the  cost-minimization  model  are  followed. 

Another  model  sometimes  used  in  research  such  as  this  calls  for  minimization 
of  the  acreage  of  land  used.  This  model  employs  the  same  set  of  data  ag  the  previ- 
ous models.   Net  income  is  specified  to  be  at  one  or  more  levels: 

n 

E  '    y.\T\  ^  constant. 

j=i  ^  .  -  * 

* 

Land  requirements  (Lj)  are  specified  for  all  activities.  .Then  the  optimizing 
criterion  is  ' 

I     XjLj    =  minimum. 

Other  constraints  include  the  first  an<^  third,  and  sometimes  the  fourth  and  fifth 
given  above  for  the  basic  cost -"minimization  model. 

This  land -minimization  model  is  useftd  for  determining  the  largest  number 
of  farms,  each  earning  a  specified  minimum  net  income,  that  can  operate  in  a  given 

^121^'   O"®  advantage  of  this  model  is  that  land  values  are  not  specified,  thus 
eliminating  one  possible  source  of  imputation  error  in  the  emalysis.   However,  this 
does  not  provide  for  the  simultaneous  minimization  of  the  cost  of  more  than  one  re- 
source, unless  a  resource  price  ratio  is  aastmied,  niaking  this  mOdel  a  special  case 
of  the^  more  general  cost-minimising  model. 

Several  ingenious  variations  have  been  built  into  programming  models  to  allow 
for  the  specific  assumptions  appropriate  to  the  individual  studies.   One  technique 
commonly  employed  is  to  specify  rotations  (such  as  corn-oatsyieadow)  and  allow 
.each  vector  to  represent  a  specific  rotation  and  a  variation  in^4ome  related  technol- 
ogy (such  as  irrigation  versus  no  irrigation).    The  programming  model  selects  the 


Ji9/  In  general,  the  maximum  profit  is  achieved  where  the  marginal  cost  curve 
intersects  the  marginal  revenue  curve  from'  fselow.   For  the  firm  in  atomistic  compe- 
tition, the  marginal  revenue  curve  is  a  horizontal  price  line.   When  price  is  above 
the  low  point  of  the  average  cost  curve,  the  marginal  cost  curve  passing  through  this 
low  point  intersects  the  marginal  revenue  curve  somewhere  to  the  right, 
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optimum  number  of  acres  for  each  rotation  and  related  technology  alternative.  This 
allows  variable  proportions  amon^roducts  and  resources  (3)*  although  these  can 
be  specified  a  priori  if  desired  (36)» 

Numerous  automatic  programming  techniques  hav6  been  Incorporated  into 
econotnles-ojt-slze  models.    For  example,  Carter  and  Dean  (l£)  used  variable 
capital  programming  and  calculated  the  maximum  gross  Income  per  dollar  of 
capital  for  various  <  levels  of  investment.    Although  it  is  not  an  economies *of- 
sl2e  analysis^  a  stud^  by  Heady  and  ^Loftsgard  of  fkrm  planning  for  Northeast 
Iowa  (58)  is  an  excellent  example  of  the  use  of  vatdable  resource  programming  . 
techniques.    Barker  <2)  successftiUy  combined  variable    resource  and  variable  , 
pricing  techniques  to  derive  average  cost  curves*    Mixed  integer  programming 
seems  to  hold  considerable  promise  for  economies**of«-slze  analysis*    For  ex* 
ample/ Madden  and  Pavis  <80>  achieved  integer  values  for  Irrigation  Wells, 
complements  of  machinery,  and  40«-acre  increments  of  land,  using  successive 
approximations  with  a  conventio|iial  linear  programming  code.    Mixed  Integer 
programming  codes  are  now  available  at  some  compute;^  installations.  With 
these  and  other  Improvements  in*  programming  technology  becoznihg  Increasingly 
available,  future  economies -of-si^e  analysis  will  become  computationally  easier 
and  cheaper,  and  less  abstract  models  will  become  feasible. 


Point  Versus  Interval;  Estimates  of  Cost  Curve 

The  typlca}.  approach  used  in  economies -of*-8lze  analyses  is  to  develop 
point  estimates  of  the  average  cost  curves,.    That  is,  the  relationship  between 
average  cost  and  output  is  presented  as  a  single  curve.    This  Jirocedure  indi- 
cates a  single  average  cost  for  each  level  of  output,  ^  based  on  specific  as*^ 
sumptions  regarding  prices,  yields,  and,  other  technical  relationships,^  ^ 


As  an  alternative  approach,  several  different  cost  curves  m^iy  b^ 
developed,  each  representing  a  specific  combination  of  high  or  low  product 
and  resource  prices  and  different  yield  assumptiona.    This  approach  gives 
rise  to  an  entire  family  of  point-estimated  cost  curves,  and^e  relations- 
ship  between  output  and  average  total  cost  can  be  represented  as  a  curved 
band,  rather  than  a  curved  line.    The  width  of  this  band  at  Mny.  given  level 
of  output  indicates  the  range  of  likely  outcomes  of  average  *  co^^der  the 
different  combinations  of  price  and  yie^d  assumptions. 

This  type  of  presentation  is  useful  in  that  it  warns  the  reader  how 
hl^  or  low  ihe  average  cost  could  be  in  any  given  situation.    Such  warn- 
ings should  be  taken  into  accoimt  by  firms  in  their  planning  stages- -particu- 
larly those  most  vulnerable  to  an  unfavorable  outcome.    In  many  cases, 
entrepreneurs  would  choose  an  alternative  with  relatively  lower  expected 
net  revenue  and  lower  likelihood  of  faillire,  in  preference  to  an  alternative 
offering  higher  expected  earnings  but  also  higher  likelihood  of  failure, 

A  useftil  refinement  of  this  Interval  estimation  approach  is  to  develop 
probability  confidence  Intervals  to  indicate  the  expected  variation  in  average 
cost  for  given  levels  of  output.    This  approach  assumes  that  one  or  more  of 
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the  IinporUnt  reiource  or  product  price ■  or  yield ■  ig  lubject  to  loxne  degree  otpm^ 
dom  variation.  Thui*  the  variance  of  pricei  and  yieldi,  and  consequently  the  vari- 
ance in  incorn*  and  average  total  <:o«ti,  ii  taken  into,  account.  20/ 

EMPIRICAL  STUDIES  OF  ECONOMIES  OP' FARM  SIZE 

The  foregoing  theoretical  and  proceduriil  diicuiiions  have  sfct  the  itage  for 
analyiift  of  a  selected  group  of  empirical  atudiea  of  crop  farmi,  beef  feedloti,  and, 
dairy  fArm«.  The  discussion  is  designed  to  clariiy  the  theoretical  treatment,  pre- 
sented earlier,  and  to  give  the  reader  a  more  adequate  basis  for  interpreting  $uch 
studies.  It  is  hoped  that  researchers  will  gain  insight  into  the  advantages  and  dis-  . 
advantages  of  the  various  analytical  procedures  as  an  aid  in  planning  future  iktudies 
'  of  econonlies  of  size.  . 

A  six-point  frame  of  reference  is  used  in  discussing  each  of  the  studies. 

1.  Study  area,  type  of  farming,  and  date  of  atudy.  5n  empirical  study  is 
usually  applicable  only  to  the  area  iuid  type  of  farming  for  which  it  wa«  conducted. 
Production  techniques^  yields^  and  costs  cfhange  rapidly.  Thus/  it  is  important 
to  recognize  that  empirical  results  are  time-dated,  being  based  on  production 
practices  and  technologies  employed  during  a  specific  period  in  time. 

2.  Range  of  fkrm  sizes  examined.  In  many  of  the  studies,  only  the  smaller 
sizes  of  farms  were  examined;  a  few  studies  extended  to  very  large  sizes.  Proper 
interpretation  of  the  resulting  size-efficiency  relationship  requires  that  the  size 
range  examined  be  explicitly  stated. 

3.  Method  of  analysis  and  key  assumptions.   A»  indicated  earlier,  the  size- 
•^fficiency  relaUonships  indicated  by  study  results  are  stron^y  influenced  by  the 

'  "  choice  of  analytical  procedures  and  assumptions.  'One  of  the  most  crucial  decis- 
ions regarding  procedure  is  whether  an  actual-firm  or  synthetic-firm  (economic-  * 
engineering)  approach  is  selected,  and  whether  ciirrent  practices  or  advanced  tech- 
nologies are  asstmied.  Also,  the  interpretation  of  the  cost  and  profit  data  depends 
on  the  choice  of  residual  claimant,  and  on  the  ratea  of  return  stBsumed'  for  the  oper- 
ator's labor,  management,  and  capital  it  these  resources  are  excluded  from  the 
residual  claimant.  As  mentioned  earlier,  the  average  costs.^crtmit  of  production. 


20/  Examples  of  this  approach  are  given  by  Carter  and  Dean  (18)  and  MOore  (80), 
In  Moore's  study,  average  total  cost  is  represented  by  the  cost: revenue  ratio <  Vari- 
ance of  average  total  cost  is  then  calculated  by  assuming  that  the  numerator  (total 
cost)  is  constant  and  that  the  denominator  (gross  income)  varies «  This  simplifying 
assumption  leads  to  a  slight  understatement  of  the  true  variance  oi/average  cost. 
If  both  the  niunerator  and  denominator  of  this  ratio  are  consideredf  as  vaxdables 
subject  to  random  variation,  then  the  variance  of  average  cost  is  the  variance  of 
a  ratio  of«two  variates.  This  concept  la  discussed  by  M.  G.  Kendall  in  his  discussion 
of  the  distribuUon  of  a  ratio  (71.  p.  248). 
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or  the  coit:revenufe  ^atibi,  are  made  imaUer  for  «U  farm  lizev  by  incauaion  of 
additional  fagtora  in  the  residual  claimant.  And  the  left-hand  portion  ojf  the  envelope 
curve,  repreientinWthe  average  ^oit  for  imaller  farm**  im  lower  when  the  re»idual 
claimant  includes  aithe  operator»8  personal,  lerviceg  (labor,  management,  and  risk- 
bearing)  than  when  operator  labor  is  excluded,  ^ 

4.  Size^efficiency  relation»hip>  Resiiti^oKthe  studies  are  examined  for  their 
findings  on  (1)  how  large  a  farm  must  be  to  achieve  the  utmost  efficiency  and  <2) 
whether  the  longrun  average  cost  curve  continues  to  decline  throughout  the  size  . 
range,  or  reaches  a  minimum  at  a  relatively  small  size  of  operation  and  remains  , 
more  or  less  constant  through  the  very  large,  size  range.  With  very  few  exceptions, 
the  latter  seems  to  be  the  typical. size-efficiency  relationship,  I 

5.  Size-profit  relationship.   Results  of  the  studies  are  further  itnaly?:ed  for 
indications  of  the  relative  profitability  of 'the  various  sizes  of  farms  and  of  how  large 
a -farm  must  become  to  be  profitable^.  Most  studies  show  that  even  a  1-man  or  2**man 
operation  that  isjvell  organjzed  can  be  c^uite  profitable  if  prices  do  not  aink  to  abnor- 
mally low  levels  and  if  modern  technologies  are  used, 

»  ■   ^  . 

6.  Changing  size  distribqUon  of  farms.  AnotJier  point  sometimes  noted  in  dis- 
cussirifr  eiich  study  is  the  changing  size  distribution  of  the  farms  atudied..^  When  the 
available  data  permit,  the  size  ranges  that  seeip  to  be  attracting  additional  farmers 
are  compared  with  those  that  appear  to  be  efficient  and  profitable  according  to.  the 
empirical  studies.  (This  last  step  is  a  refinement  of  Stigler»s  survivorship  technique, 
discussed  earlier.)  •  '  '  r 


Crop  Production 

>  f»  ' 

Tills  SfCtlon  contains  a  discussion  of  economies  of  size  in  a  number  of  different 
crop  farming  situations.  Seven  types  of  crop  farms  in  five  States  are  examined.  The 
acreage  that  can  be  operated  with  a  given  labor  supply  varies  widely  from  one  farm- 
ing situation  to  another— from  the  highly  inttAisive  peach  orchards  of  California  to  the 
extensive  wheat  IJirms^of  Oregon.   Capital  requirements  also  vary  considerably.  In  ' 
most  of  the  farming  situations  examined,  a  modern  and  fully  mechanized  1-man  or 
2-man  operation  can  produce  efficiently  and  profitably,  achieving  all  or  nearly  all  of 
the  economies  of  size. 


^  Cling  Peach  Production  in  California 

^      ^"  ^32?  Carter  analyzed  the  economies  of  size  in  cling  peaclj  produc- 

tion in  thc'ruba  City-MarysviUe  area  of  California  (31).  The  size  range  ofpeach  farms 
examined  extended  from  8  acres  producing  less  than  100  tons  to  more  than  400  acres 
producing  over  5,  000  tons  of  peaches  annually.  Synthetic-firm  budgeting  techniques 
were^used  to  determine  how  the  size  efficiency  relationships  were  influenced  by  changes 
in  wage  rates  and  the  introduction  of  mechanized  methods  of  pruning,  thinning,  and  har-* 
vesting.  The  farm  operator's  personal  services  (labor,  management,  and  risk-taking) 
were  included  in  the  residual  claimant.  .  y 

The  basic  sjmthe tic- firm  analysis  showed  that  with  the  prevaili»?g  nonmechanized 
production  practices,  average  total  cost  per  ton  of  peaches  declined  as  farm  size 
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incre»«ed  up  to  about  60  acreg»-marketing  about  715  ton«  of  peachy,  (fig.  3).  Beyond 
that  aize,  slight  reductiops  in  harvesting  coata  and  machinery  in/estraent  per  acre 
were  realized,  but  these  were  offset  by  increases  in  costs  of  hired  auperviaion  (fore- 
men). Therefore,  average  total  coat  with  prevailing  practices  was  esaentiaHy  con- 
stant beyond  GO  acrea . 

When  mechanized  practices  were  used,  average  cost  declined  up  to  a  farm  size 
of  between  90  and  110  ac^^s— basically  a  one-man  operation.  Mechanized  methoda 
gave  lower  Coats  than  present  methods  for  large  farms.  The. break-even  point  between 
current  and  mechanized  practicea  occurred  at  55  acres.  V/heti  25  percent  hi^er  wag^^ 
vrates  were  assumed,  the  break-even  point  between  present  and  mechanized  methoda  ^ 
occurred  at  a  smaller  size— 25  to  30  ac^es.  When  assumed  Wages  were  increased  by 
50  percent,  the  break-even  point  was  18  to  20  acres. 

Both  average  cdst  and  profit  were  found  to  be  strongly  influenced  by  the  level  of 
yields.   For  budgeted  operations  of  efigclent  size,  average  cost  was  about  40  percent 
hi^er  with  low  yields  than  with  hij^  yields.  Furthermore/  orchards  with  low  yields  . 
showed  net  losses  for  a  very  wide  range  of  peach  prices  and  orchard  0izes«  In  fact, 
profit  margins  were  found  to  be  so  low  as  to  make  selling  the  business  a  serious  alter- 
native^'for  growers  with  low  yields*  regardless  of  orchard  size.  On  the  other  hand, 
orchards  of  only  20  acres  were  found  to  be  profitable  with  hi^  yields.  Assuming 
the  average  1957-61  price  of  $62  per  ton,  a  20-acre  operation  earned  $2, 400  return 
to  the  operator's  personal  services.  Net  return  on  a  5j0-acre  operation  was  $10, 000, 
while  the  operators  of  100-acre  and  300-acre  orchards  earned  $20, 000  and  $60, 000, 
respectively. 


COST  CURVES  FOR  MECHANIZED  At^O  NONMECHANIZED 
CLING  PEACH  ORCHARDS,  YUBA  CITY,  CALIF. 
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Po«ilbUltlci  for  combining  off-farm  job*  'with  clinf  pieach  production  trtre  alio 
exionlntid.  tt  yitLU  found  that  a  farmtr  could  handle  30  acrea  of  p«achta  -while  holding 
doivn  a  full-Ume  job,  or  40  acr4a  while  working  year-round  at  a  half-^tlme  job.  The 
atialyaia  ahowed  that  off-farm 'Wbrk  could  greatly  increaat  the  income  of  amall  farm- 
efra.  However^  it-waa  pointed  out  that  the  operator  of  a  amAll  farm  could  profitably 
aellhla  farm  and  revert  to  a  full-time  Job,  if  he  had  a  lucrative  off-farm  job  opportunity. 

Iowa  Caah  Grain  and  Crop-Liveatock  Farma 

The  two  atudiea  diacuaaed  below  dealt  with  separate  farming  areaa,  but  both 
uaed  aimilar  analytical  procedures »  The  findings  were  limited  to  the  economies  of 
size  on  1 -man  SLhd.2-man  farms* 

Sou^ern  Iowa 

In  1960^  Ihnen  and  Heady  analyzed  the  economies  of  size  for  farms  in  nine  aquth" 
ern  Iowa  counties  (66)*  Synthetlc-Urm  budgeting  methods  cwert  used;  with  emphasis 
on  choice  of  least-coat  machinery  combinations  for  various  2M|||tat«es*  The  enter** 
prises  considered  Included  com,  oats,  meadow,  sOybeiuis,  an^R«ef-cow  herd  pro- 
<luclng  feeder  calves.  Operator  management,  risk-ta]dng«  and  land  were  Included  in 
the  residual  claimant,  mo  costs  included  a  charge  for  operator  and  family  labor,  but 
not  for  land.  Crop  losses  di^e  to  untimellness  of  operations  were  also  included  as 
costs*  (In  most  of  the  other  studies,  crop  losses  were  treated  orily  aa  a  reduction  in 
gross  income,  not  as  a  cost* )  Full  ownership  of  most  machinery  items  was  assumed* 
initially,  but  for  some  operations  custom  hiring  was  4:onaidered  for  comparison. 
The  budgeting  analysis  was  conducted  first  tmder  the  assumption  that  only  crop  enter- 
prises were  Used,  and  second,  using  both  crop  and  livestock  enterprises* 

Farms  with  three  different  classes  of  topography— hilly,  upland,  and  average- 
were  considered  in  this  study*  The  hilly  mixture  or  hilly  farm  consisted  primarily  of 
rolling  land  with  relatively  little  bottomland*  The  upland  mixture  tr  upland  farm  was 
composed  predominantly  of  level  to  undulating  upland  soils.  The  average  mixture  or 
average  farm  consisted  largely  of  rolling  upland  with  smaller  amounts  of  hilly  and 
level  upland. 

The  results  were  qulto  different  in  these  three  situations.  On  the  hilly  and 
average  farms,  the  crop-livestock  combination  resulted  in  a  lower  cost:revenue 
«<M^atio  tiian  crops  only<  For  tlie  lillly  farma,  average  cost  per  unit  of  production 
declined  to  its  minimum  wit}i  a  farm  size  of  S20  to  3G0  acres,  representing  a  2^man  . 
operation  with  a  2-plow  and  a  3-plow  tractor.  The  cost:revenue  ratio  was  O.OS  at 
^ia  point  (fig.  4).  One-man  farms  were  shown  to  bo  incapable  of  meeting  total  costs 
in  tills  area,  under  the  basic  assiunptions  allowing  no  custom  hiring. 

Similar  results  were  obtained  for  the  average  farms,  witli  a  co8i>r^cnue  ratio 
/f  of  0.00  occurring  in  the  minimum  average  total  cost  range  of  320  to  48b  acres.  In 
this  case,  however,  a  1-man,  240-acre  farm  with  a  3-plow  tractor  could  break  even* 
The  costsrcvcnue  ra^tlo  at  tills  point  was  0.07, 

Entirely  different  results  were  obtained  for  the  upland  farms*  First,  farms 
budgeted  with  only  crop  enterprises  achieved  lower  average  costs  tlian  the  farms 
budgeted  witli  botl^  crops  and  livestock.  Second,  the  1-man  upland  farms  were 
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AVERAGE  COST  CURVES  FOR 
SOUTHERN  IOWA  FARMS 
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considerably  more  efficient  than  the  1-man  hilljr  or  average  farmi.  Uiing  a  3-pl6w 
tractor^  a  1-man  upland  crop  farm  of  160  acrea  achieved  a  co8t:rcvenue  ratio  of  0.62, 
•which  lOlowed  a  sizable  profit  margin  for  land  and  operator  management  and  risk- 
taking.    Two-man  farms  were  sli^tly  more  efficient;  a  cost:revenue  ratio  of  0.57  * 
was  achieved  with  a  3^0-acre  farm  using  two  3-plGw  tractors. 

When  custom  corn  picking  and  hay  baling  were  allowed  in  the  budgeting  analysis, 
the  1-man  farms  were  able  to  Achieve  considerably  lower  average  costs  than  they 
could  have  without  custom  hiring.  For  ejcample,  the  1-maa  crop  farm  with  240  acres 
of  average  land  achieved  a  cost:revenue  ratio  of  1. 02  when  all  machinery  was  owned 
by  the  farmer.  But  when  custom*  com  picking  and  hay  baling  were  allowed*  the  cost: 
revenue  ratio  declined  to  0. 91 .   Custom  hirlng^of  these  tasks ^p-eatly  augments  the 
timeliness  of  the  farm  operations,  thereby  reducing  crop  losses.  In  this  case,  cus-. 
tom  hiring  brought  the  ratio  average  cost  below  the  1. 0  break- even  Une^  making  the 
difference  between  a  net  loss  and  a  positive  net  return  to  operator  management  and 
land. 

Custom  operations  reduced  by  25  percent  the  acreage  required  to  achieve  mini- 
mum average  total  cost.  In  fact,  the  budgeting  results  indicate  that  on  the  average- 
soils  farms  most  of  the  cost  economics  available  in  crop  production,  could  be  achieved 
with  (a)  a  1-man,  1-tractor  combination  with  I  SO  to  290  acres  of  cropland,  or  (b)  a 
2-man,  2-traGtor  combination  with  200  or  more  acres  of  cropland.  iHowover,  the  ' 
cost  reductions  associated  with  custom  operations  would  not  be  reaUzed  if  there  were 
extensive  waiting  periods  for  custom  services.  Thus,  an  adequatoLupply  of  compe- 
tent and  reliable  custom  service  Is  essential  to  efficient  operation  c  n  relatively  small 
farms  of  this  typo. 

Calculations  of  profit  per  farm  for  various  sizcp  of  operation  >vere  not  presented 
in  tills  study.  The  residual  claimant  was  initially  defined  as  operator  management, 
risk-taking,  and  land.  When  land  was  removed  from  the  residual  claimant  (thereby 
adding  a  land  rent  to  total  coat)  the  cosfcrovcnuo  ratio  rose  above  1.0  for  all  1-man 
farms,  and  was  only  all ghtiy  below  1. 0  for  the  2-man  farms.  This  implies  that  the 
net  return  to  operator  management  and  risk-taking  was  negative  for  tJie  1-man  farmS/» 
and  very  small  even  for  the  2-man  farms. 


As  with  all  cost  analyses  that  aaoumc  a  tonstant  product  mix,  the  cost  curves 
obtained  ore  suboptimal,  because  optimum  rcspurce  combinations  were  not  deter- 
mined. Because  of  tills,  tlio  resulting  sizc-cf£^clcncy  relationships  do  not  reflect 
tJic  maximum  efficiency  attainable  by  different  ^izes  of  farms,  A  more  sophisti- 
cated analysis  wit!i  a  model  that  allows  vai!iable\cnterprlse  proportions  would  have 
given  oomowhat  more  accurate  i^csulta,  ay/d  con^equcntiy  the  cost  curves  would  have 
been  lower  in  some  caaco  than  Uio  ones  dOrived  in  this  study, 

Wcotern  and  Northcaotowi  Iowa 

^  Uoing  budgeting  tcclinlquco  similar  to  those  used  in  tlie  soutlicrn  Iowa  study' 
diocuooed  above.  Heady  and  Krens  (^)  calculated  average  cost  curves  for  tlie  Gar- 
rington-nyde  ooilo  area  in  tlie  norUicast  quarter  of  Iowa,  and  tlie  Ida-Montina  soils 
area  In  the  west,  Aa  in  tlie  ooutlierli  Iowa  study,  a  constant  product  mix  was  assumed, 
and  primary  cmphasla  waa  given  to  Selection  of  optimum  maclilncry  combinations. 
Two  rotations  were  Conoldcrcd--a  rotation  baoed  on  current  practices  and  a  5-ycar' 
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rotation  of  com«-corn-o«ti'-meadoW''nieiu]oir,  Contlnuoui  com  waa  also  con«ld«r«c( 
in  the  budgeting  analyiii  for  comparison  with  the  rotations  in  caLculating  total  cost. 
No  charge  was  made  for  the  interest  onland investment,  Thus«  the  residual  clalm|nt 
was  composed  of  land  and  operator  management  and  risk-taking,  as  in  the  southerft 
Iowa  studly. 

.  For  northeastern  Iowa«  the  major  reductions  in  average  cost  were  attained  at 
280  crop  acres  with  the  continuous-^com  program.  The  cost:revenue  ratio  waa*0«42 
at  this  size.  The  lowest  cost: revenue  ratio  was  attained  at  320  acres  under  the 
5-year  rotation  and  at  400  acres  under  the  current  cropping  program,,  with  a  cost: 
revenue  fatfb  of  0,46  in  each  case.  • 

A  smaller  machinery  Investment  was  required  for  the  continuous-corn  program 
than  for  the  other  two  cropping  programs.  Average  costs  per  dollar  of  output  were 
slll^tly  less  for  continuous  com,,  mainly  because  com  produces  a  greater  grosa  In- 
come per  acre  than  do  oats,  soybeans,  or  meadow. 

Cost  curves  developed  for  weatern  Iowa  were  considerably  higher  than  those 
for  the  northeastern  area  <£lg,  5),  Most  of  the  cost  economies  from  acreage  expan- 
sion were  attained  at  320  crop  acres,  as  in  the  northeastern  area,  but  average  cost 
in  this  area  was  roughly  20  cents  hi|^er  per  dollar  of  gross  income.  This  difference 
is  partly  due  to  lower  yields  and  less  Intensive  row  cropping  in  th<j  western  area. 
However,  if  a  land  charge  (Interest  on  land  Investment)  were  included  in  the  calcula- 
tions of  total  cost,  this  difference  would  be  partly  or  entirely  eliminated  because  6t 
differences  in  the  price  of  land,  and  hence,  In  the  interest  charge  on  land  investment. 


COST  CURVES  FOR  IOWA  FARMS 
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Anothtr  factor  contributing  to  the  dlffertncei  In  avtrftfe  coflt  was  that  lp«iea 
frotti  delayp  in  hay  harveatlnf  were  more  lovere  in  the  weatern  area.  With  mora 
meadow  (hay>  in  the  rotationa,  expanding  acreage  led  to  txntlmeHneaa  of  oparationa,  ' 
and  conaequently  hay  loaaea  became  more  aerioua  than  In  the  northeaatem  area. 
Thtxa,  the  acreage  attaining  loweat  average  coat  waa  amaUar  in  the  weatem  area, 
particularly  for  the  2-man  farma,  ^ 

The  effect  of  weather  variationa  on  the  average  coat  curvta  waa  examined  for 
the  northeaitem  area.  Under  unfavorable  weather  conditiona,  average  coata  were 
generally  hi|^ier,  and  the  coat  curvea  turned  up  at  amaller  lizea  {fig,  5).  Thtae  dif- 
fer encea  reaulted  from  crop  loaaea  due     untimely  operationa. 

One  of  the  prominent  concluaiona  of  thia  atudy  ii  that  the  longrun  averaga  coat 
curve  la  relatively  flat  over  a  wide  rangfr.  For  example,  average  coat  waa  found  to 
vary  only.  2  centa  per  dollar  of  groaa  aiilea  on  farma  in  the  northeaatem  area  with 
between  400  and  800  crop-acrea.  Thia  amall  difference  in  average  coat  over  luch 
a  wide  acreage  range  would  allow  aurvival  of  farma  of  many  ■izea. 

While  thia  concluaion  ia  probably  corirect  in  general,  it  muat  be  pointed  out  » 
that  in  the  long  run  the  profit  margin  (diatance  between  the  average  coat  curve  and 
the  price  or  average  revenue  line)  muat^bc  large  enouj^  to  prevent  the  reaidual 
claimant  from  being  drawn  into  other  uaei.  Preaumably,  the  reaervation  price 
on  management  and  urtcertainfty-bearing  would  increaae  aa  the  aize  of  farm  in-  * 
crcaaed  from  400  to  800  acrea,  becauae  of  the  more  atrlngent  demanda  on  manage- 
ment and  the  greater  uncertainty.  In  thia  caae,  we  ihould  expect  fewer  mankgement 
and  uncertainty-bearing  rcsourcea  (that  la,  fewer  form  operatora)  to  be  drawn  into 
800-acre  farms  than  into  400-acre  farms  When  pricea  are  low  and  profit  iparglna  thin. 

However,  with  relatively  hi^  and  atable  pricea,  proflta  would  tend  to  exceed 
the  farmer's  reservation  price  og  management  and  uncertainty-bearing,  and  conae- 
quently a  considerable  Increase  in  the  number  oMarger  farma  would  be  expected. 
Thia  liieema  to  be  precisely  what  happened  during  the  late  flftica.  Aaaumlng  that 
roughly  one-fourth  6f  the  cropland  would  be  devoted  to  corn,  farma  with  800  acrea 
of  cropland  would  have  about  200  acrea  of  com.  Between  1954  wid  1959,  thcnumber 
of  Iowa  farms  that  harvested  in  exceas  of  200  acres  of  corn  jnore'^than  tripled  (130). 

Irrigated  Cotton  Farms  in  Texaa  and  California 

Economics  of  size  have  been  analyzed  for  irrigated  cotton  farma  in  Texaa  and 
Califorala,  using  the  synthetic-rfrm  (economic-engineering)  approach.  A  separate 
study  was  conducted  in  each  area,  but  the  methods  uaed  were  essentially  the  same.  ■ 
Each  study  used  a  linear  programming  model  to  determine  the  least-coat  enterprise 
combination  and  resource  combinatioii>for  each  level  of  output.  Output  waa  yneaa- 
ured  In  terms  of  gross  income,  because  miiltiple**product  firms  wore  involved.  The 
programming  models  used  in  these  studies  wore  variationa  of  the  basic  c<Jst-minlmi- 
zation  model  discussed  on  pages  29-33.   Certain  modifications  of  this  basic  mpdcl 
were  made  to  {Irovidc  for  tiic  peculiarities  of  tlic  study  areas  involved.  * 

Tcxa^Hi^  Plains 

In  the  Texaa  study  (80)^  irrigated  cotton  farma  ranging  from  120  to  more  than 
1,700  acres,  using  from  1  to  5  man-years  of  labor,  were  analyzed.  Cotton  acreage 
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rimged  from  40  to  570.»crei.  Bayic  data  from  a  aample  aurvey  of  farma  in  the 
Texaa  High  Plains  were  uaed  to  d^terroiiie  certain  resource  requii'ementa  and 
practlcea,    Prlcea  were  projected  to  |968,  and  input-output  coefficienta  were 
projected  ajlauming  tiae  of  advanced  technology*  -  Such  technology  included  prac- 
ticea  already  txied  by  the  more  progreauive  operator  a  in  the  atudy  area,  or  new 
practice  a  whoae  .workability  and  economic  feasibility  had  been  tested  either  by 
farmera  or  by  agricultural  experiment  stationa.  It  was  aasumed^that  eventually 
moat  fa&tiera  will  adopt  this  advanced  technology*  >  t 

The  programming  model  aelected  the  enterpriie  combination— quantity  of 
land;  numtier  of  irrigation  Wells,  and  number  of  irrlgationa  applied  to  each  crop- 
required  to  produce  each  level  of  grosa  income  at  leaat  coat.  Then,  using  as  its 
optimizing  criterion  the  mlpimum  coat  per  dollar  of  gross  income,  this  aiialyala 
determined  the  optimum  number  of  regular  laborers  and  the  number  of  tractors 
and  complements  of  4 -row  or  6«-row  equipment  for  each  level  of  output.  Land  was 
considered  to  be  available  in  discrete  increments  of  40  acres*    Irrigation  wells,  ^ 
regiilar  laborers,  tractors,  and  complements  of  equipment  were  also  considered  to 
be  available  only  in  discrete  quantities* 21/ 

The  results  of  this  study  show  cost  data  based  on  a  variety  of  residual  claimants. 
Data  underlying  the  average  cost  curves  reflect  an  asiimiption  that  operator  manage- 
ment and  risk-taking  constitute  the  residual  claimant.  It  was  assumed,  on  the  basis 
of  survey  data,  that  the  operator  would  be  required  to  devote  an  incf  easing  amount  of 
time  to  supervision  and  coordination  as  additional  regular  laborers  were  hired  and  as 
farm  size  increased.  Thus,  the  amount  of  time  the. operator  devoted  to  labor,  and 
consequently  the  charge  for  operator  labor,  debllned  with  larger  farm  size.  In  fact, 
the  5-man  farm  analyzed  hero  was  spread  out  over  nearly  3  square  miles,  thua  re- 
quiring the  operator  to  devote  full  time  to  supervision  and  coordination.  The  labor 
cost  for  the  5-man  farm  thus  included  the  wages  of  only  the  four  regular  laborers. 
The  return  to  the  fifth  man  was  the  profit,  or  return  to  operator  naMlfcgement  and 
risk-taking,  ^s^^ 

The  findings  show  that  the  1-man  farm  with  adequate  capital  could  be  as  efficient 

as  any  of  tlie  larger  farmjt  (table  3),  In  fact,  a  440-acre  farm  witli  102  acres  of  cotton, 

operated  by  one  man  with  a  set  of  6 -row  machinery,  could  achieve  an  average  cost  of 

less  than  71  centa  per  dollar  of  gross  incon^e  (table  3),  None  of  the  larger  farms 

could  achieve  lower  average  coats  than  the  1-man  farm  (fig.  6). 

» 

Witli  the  average  cost  curve  remaining  nearly  constant  at  slightly  above  70  cents 
per  dollar  of  gross  Income  over  a  wide  range  of  sizes,  total  profit  inm^eaacd  steadily 
with  larger  farm  sizes.  Thus,  while  the  1-man,  440-acre  farm  acj(i^vcd  Mio  ultimate 
in  efficiency  and  earned  more  tiian  a  $17,  000  return  to  m&nagement,  larger  farms 
were  more  profitable.   For  example,  on  the  G-man  farm,  operator  management  and 
risk-taking  earned  more  than  $G7,  000  profit.  Gross  income  on  such  a  largo  farm 
would  bo  nearly  $235, 000.  More  than  $1  million  of  Investment  (average  value)  would 
bo  required,  including  some  1,  720  acres  of  farmland  with  15  irrigation  wells. 


21  /  These  resources  were  intcgerizcd  by  a  process  of  successive  dpproximations' 
using  a  regular  linear  programming  code  (LP/90),  which  did  not  contain  a  mixed 
integer  programming  feature  at  the  time  the  computing  was  done. 
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SHORTRUN  AVERAQE  COST  CURVES 

IrrigOfcd  Colfon  Forms,  Texas  'High  Plains 
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Figure  j6,  ^ 

;^^De8pite  this  extremdLy  .high  profit  potential,  the  very  large  farms  are  not 
increising  in  number  as  rapidly  as^are  the^  intermediate  sizes.     I?utirig"  1954-59, 
the  numbei*  of  farms  inr  the  Texas  High  Plains  with  more^than  1, 000  acres  increased 
^  by  only  5  percent,  and  the  number  of  farms  with  less  thsii  500  acres  decreased.  IDur- 
ing  the  same  period,  there  was  an  increase  of  10  percent  in  the  number  of  farms  with 

50Q  to  1,  OOO  acres — 1 -man  or  2-man  farms* 

..      \  '  ■  ■        -.    ■■    •  A  ^  •  ^  • 

Fresno  Cdunty,  Calif.  ,  ' 

\^  "   ^The  area  covered  in  Moore's  analysis  of  Fresno  County  cotton  farms  (89)  has 
two  major  soil  tyx>es,  one*  light  and  the  other  heavy,*  separated  by  the  F?esno  Sloi?^, 
To  ihe  west  of  th&. slough  lie  the  medium-  to  hea\^-textufed  soils  of  the  recent  allu- 
vial fans.    Light,  sandy. soils  characterize  the  ar0  east  of  the  slough,.  The  re- 
source requirements,  yields,  and  practices  w^f^^sKdiff^rent'for  farms  in  these  two 
soil  types  th^t  two  separate  cost  analyses  were  conducted.  Year-round  labor  supply 
was  the  primary  measure  of  farm  size  in  tiiis  study.  The  four  sizes  analyzed  ere 
l^toan,  2-man(,  4-maii,  and  8-man  farms.  Amounts  of  farmland  in  the  ihodel  farms  > 
Extended  beyond  2,  000  acres.   This  ,study  was  completed  ip  1965,  usingprices  pro- 
jected to  1968  as  in.the  preceding_study. 

For  each  fa'rm  size,  both  custom  harvesting  and  tite  us<^  of  farittej^-owned  "harvest 
machinery  combinations  were  evaluated  and  were  compared  with  ye^g^ard  to  average 
total  cost; for  l^oducing  specitied  gross  incomes.  Least-cost  ^(combinations  of  land, 
labor,  and  machinery  were  determined  for  eacji  farin  size  for  at^least  five  levels  of 

"   '    '  /  •  .       '  44  ■  ■       '  ' 


gross  income.  Heavy  tlila^  equipment  units  were  held  bonstant  for  any  given  f|irm  > 
size.  This  procedure  permiWd'the  evalug-tion  of  each' machine  in  terms  of  the  cost 

 per  unit  when  used  at  i^ffexeiS^^  »buf  more  important,  it  took  into  account 

'    :^e  returns  from  labor  releasedt:iby  labor-s£iving  equipment.   In  other  words,  the 
suialysis  evaluated  each  piece  of  tsqiupment  ty.  noting  its  impact  on  the  overall  farm- 
ing operation,  not  as  an  isolated  ite^  operating  independently  >  •  ■ 

Figure  7  shows  the  envelope  curves  for  the  heavy  soils  and  light  soils  areas, 
respectively.   These  curves  are  bordered  by  approximate  confidence  boundaries, 
<»       indicating  plus  and  minus  one  standard  deviation  of  the  c05t:revenue  ratio,-  The  vari- 
£uice  and  standard  deviation  of  the  cost;revenue  ratio  were  calculated  under  the  as- 
sumption that  the  niunerator,  total  cost,  was  a  constant.  As  points  on  the  upper  con-' 
fidence  limit  of  the  average  cost  curve  were  calculated,  total  cost  was  divided  by  the 
quantity,  gross  income  minus  one  standard  deviation  of  gross  income.   The  lower 
bound  was  calculated  by  dividing  total  cost  by  the  quantity,  gross  income  plus  one 
standard  deviation  of  ^oss  income,  , 

Considerable  reductions  in  average  cost  were  achieved  as  farm  isize  was  ^extended 
up  to  four  men,  representing  more^than  1, 400  acres  in  the  heavy  soils  area>  and  700 
acres  in  the  light  soils  area.   Table  4  compares  the  efficiency  of  farms  of  similar  size 
as  shown  in  the  Texas  High  Plains  study -and  the  Fresno  County  study,  asstmiing  oper- 
ator management  and- risk-bearing  are  the  residual  claimant.  Strictly  speaking,  the 
average  costs  derived  in  the  two  studies  are  not  directly  comparable  because. of  the 
different  assumptions  regarding  management  requirements  and  other  procedural  mat- 
ters.  However,  the  overall  effects  of  these  differences  are  minor . 


Table  4, — Compari^oir  o£.  acreage  and  average  cost  for  optimal  fattn  plans 
for  irrigated  cotton  farms  in  Tekas  High  Plains  and  in  Calif ornia 


Study  area 

;  Acres 

;  . 

:      Cost: revenue 
:  "  ratio 

;    l-man    ;  4-man 
;    farm      ;  farm 

1-man    '4-man  - 
farm    ^  ;^^arm. 

Fresno  County ;|f^bif , ; 

'         *                             *          '  .* 
1      440          1,480   '  -0,71 

I.               "        '  . 

\      27Q          1,134            ,91  ,85 
193^           710            ,83*  ,76 

Source:     (80,  89), 
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Moore  ftaamnea  thmt  the  opportunity  cppt  for  operator  labor  \ised  in  the  direct 
operation  of  the  farm  'w^a  the  wage  rate  for  tractor  driven,  ,The/portl6n  of  the  op- 
erator's time  spent  in  supervision  was. chturged  , at  the  higher  rate  paid  to  foremen, 
TaWe  5  indicates  the  annual  fljcesd  cost  cf^'ar^<jd  to  each  farm  siscV-  Supervision  re- 
quirements  and  consequently  supervisor)?;  cpsttT^were  assumed  to  Ije  constant  at  $720 
per  man      all  four  £krm  sizes .  .  *^      '  ^  -  ^  * 

Table  5,-<.-Frcano  County,  California:    Aiinual  fixed  labor  costs  by  farm 
size,  irrigated  cotton,  farms  ,  ' 

~~  ' — '  ir~ 

Item 


Direct  lubor- 
SupervisiQn— 
Total-— 


[  l«man 
I  farm 

2-man 
:  ifarm 

]  4-nan 
I  farm 

;  8-man' 
farm 

:  Dollars 

Dollars 

Dollar* 

Dollars 

4,380 

8,760 

17,520  ^ 

.  35,040 

-:  720 

1.440 

2.880 

5,760 

5,^100 

10,200 

20,400 

40,800 

the  operator»s  time  devoted  to  supervision  was  not  subtracted  from  the  labor 
supply  avaUable  for  fermwork.   For  example,  -the  4-man  farm  was  assumed  to  have 
4,  man-years  of  regular  labor  available  for  farmwork.  The  operator  was  assumed 
to  devote  roughly  half  his  time  to  management  duties,  providing  about  one-half  a 
man-year  of  regular  farm  labor.  The  other  3.5  man-years  were  assumed  to  be 
provided  by  regular  hired  labor.  The  other  farm  sizes  involved  a  comparable  mix- 
ture of  hired  and  operator  labor,  with  hjlred  labor  replacing  the  portion  of  the  oper-  » 
ator»8  time  devoted  to  management  duties.  Thus,  regular  hired  labor  was  not  as- 
sumed to  be  avaUable  in  1-man  increments  on  a  fuU-time  basis,  as  it  was  in  the 
Texas  study.   This  difference  alters  the  interpretation  of  results  slightly,  in  that 
the  analysis  was  predicated  on  the  assumption  that  part-time  hired  laborers  were  as 
productive  and  required  as  little  supervision  per  man-year  ais  the  ftill^time  regular 
employees.  '  ,  " 

The  proportion  of  cropland  having  a  cotton  allo^ent  was  fpund  to  dcpUne  with 
larger  farm  size.  This  is  a  result  of  institutional  -factors  and  historical  landowner- 
ship  patterns .  Moore  allowed  for  this  varying  proportion  of  cotton  allotment  land 
in  his  investment  requirements  and  in  calculating  the  land  price  and  the  annual  in- 
terest charge  on  land. 

Another  minor  procedural  difference  between^e  Texas  and  CaUfornia  studies 
is  that  the  residual  claimant  was  Smaller  in  the  latter  study;  Only  coordination  and 
lisk-bearing  were  included.   Supervision  was  included  with  operator  labor,  hired 
labor,  capital,  and  all  the  other  resources  in  calculating  total  cost  and  the  cost:  reve- 
nue ratios  underlying  the  cost  curves.  In  the  Texas  study,  supervision  was  included 
in  tile  residual  claimant.  Since  total  cost^  and  consequently  the  cost:revenue  ratio 
are  larger  when  more  elements  are  excluded  from  the  residual  claimant,  tills 
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procedturaL  difference  haa  the  effect  of  slightly  raising  Moore's  average  cost  curve»- 
by  about  1  or  2  cents  per  dollar  of  gross  income,  for  all  farm  sizes.  The  cost  data 
from  the  California  study  can  be  converted  to  the  same  basis  as  the  Texas  data,  us- 
ing operator  management  and  risk-bearing  as  the  residual  claimant,  by  subtracting 
the  supervision  charge  (table  S)  from  the  total  cost.  This  was  done  in  calculating  ' 
the  cost: revenue  ratios  for  table  4** 


California  Cash  Crop  Farms  ^ 

Yolo  County  Cash  Crop  Farms  * 

*  .  ^. 

In  1960,  Dean  and  Carter  (30)  analyzed  the  economies  of  size  for  cash  crop 
farms  in.  Yolo  County,  Calif. ,  near  Woodland,  They  employed  a  linear  program- 
ming model  similar  to  that  used  in  the  Texas  stud^escribed  above.  The  main 
crops  grown  in  the  study  area  were  sugarbeets,  tomatoes,  milo,  barley,  alfalfa, 
and  safCLower.  The  linear  programming  model  selected  the  optimum  (least' cost 
per  dollar  of  gross  income)  combination  of  enterprise  levels  for  each  level  of  output* 

A  wide  range  of  farm  sizes  was  considered.  Because- of  institutional  and  rota- 
tional considerations,  the  sugarbeet  acreage  allotment  did  not  increase  proportion- 
ately with  size.   The  envelope  curve  (fig,  8)  was  therefore  "u"- shaped,  declining 
sharply  to  about  $6,70  at  $100,  000  output,  falling  to  a  minimum  of  $0, 65  at  $240,  000 
output,  and  then  increasing  gradually  to  about  $0,  72  art  an  output  of  $440,  000,  Thus, 
farms  with  output  beyond  $240,  000  (roughly  1, 400  acres)  began  to  experience  rising 
average  costs,  T^e  authors  emphasize  the  fact  that  the  "u"  shape  of  their  envelope 
curve  might  be  directly  attributed  to  resource  and  institutional  restrictions  which 
change  with  size/  forcing  changes  in  input  combinations  and  output  mix.  Nonetheless, 
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the  planning  curve  did  «corre»pond' to  a,  reaUatic  path  of  expwiiion  for  farms  In 
the  study  area,  and  the.  analysis  revealed  definite  eccjnomic  reas<*ns  for  the  trend 
toward  consolidation  and  expansion  of  smaller  units  in  Yolo  County, 

On  the  other  hand,  the  analysis  did  not  indicate  a  strong  economic  incentive  /or 
expansion  to  extremely  lar^e  size;  farms  of  about  600  to  800  acres  appeared  able  to 
compete  on  a  unit-cost  basis  with'  much  larger  farms.   And  with  unit  costs  approxi- 
mately constant  over  a  wide  range,  this  1960  study  suggested  that  a  continuation  of 
a  wide  variation  in  farm  sizes  could  be  expected,  with- little  tendency  for  a  concen- 
tration at  opt-^ptimum  size.   Dean  and  Carter  suggest  that  this  relationship  may 
help  to  explain'^jthe  relatively  small  number  of  farms  actually  operating  in  the  ex- 


Another  important  factor  in  the  determination  of  farm  size  was  the  risk  and 
uncertainty  inherent  in  farming.  Expansion  in  size  ordinarily  requires  borrowed 
capital;  as  more  borrowed  capital  is  employed  the  risk  of  losing  equity  acctunu- 
lated  over  time  increases.   Thus,  farmers  "who  have  achirevet?  an  efficient  size  of 
unit  and  satisfactory  incomes  tend  to  "play  it  safe"  in  order  to  protect  their  cur- 
rent posilion.  l^Iigh  income  taxes  for  large  farmers  may  also  reciuce  the  incentive 
to  expand  farm  >size, 
t-  -■  ' 

This  analysis  assumed  no  pecuniary  economies  in  purchasing  inputs  (discounts 
on  lar^e  purchases)  or  in  marketing  products  in  large  quantities.  Neither  were  <Us- 
economies^due  to  inefficient  labor*  use,  coordination  problems,  or  "red  tape"  con- 
sidered.  Therefofe,  the  shapes  of  the  cost  functions  presented  arise  entirely  from 
bther  sources  of  economies  and  diseconomies.  <, 

Imperial  Valley  Field  Crop  Farms  and  .Vegetable  Crop  Farms 

In  1962,  Carter  and  Dean  {20}  examined  the  economies  of  size  for  field  crop 
farms  and  vegetable  crop  farms  in  the  Imperial  Valley  of  California,   They  used 
synthetic -firm  budgeting  procedures,  assuming  a  fixed  combination  of  crop  ontor- 
prlses  for  all  farm  sizes. 

'Mir 

Five  size  classes  of  faVms  were  examined  in  the  budgeting  ancdysis,  the  largest 
incluaing  farms  of  more  than  2,  400  acres.    Custom  hiring  and  contracting  were  con- 
sidered as  alternatives  to  the  owning  and  operating  of  machines.   The  machinery 
combination  developed  for  each  size  class  represented  a  reasonably  efficient  setup, 
with  gome  excess  capacity  to  take  care  of  unusual  situations. 

Field  crop  farms  and  vegetable  farms  were  considered  in  separate  analyses, 
Shortrun  average  cost  curves  developed  for  the  five  size  classes  are  shown  in  fig- 
ure 9.  "Because  a  fixed  product  mix  was  assumed,  the  output  and  average  cost  data 
may  be  expressed  in  terms  of  either  acreage  pr  gross  income.   The  curve  for  the 
smallest  site  class,  farms  with  leas  than  320  acres,  is  horizontal  because  all  the 
operations  were  conducted  on  a  variable  cost  basis,  using-^custom  hiring  or  contract 
ojjerations  rather  than  farm -owned  equipment,  Shoiirun  average  cost  curves  for 
larger  size  classes  exhibit  the  usual  downward-sloping  shape,  a  result  of  fuller 
utilization  of  farm-owned  machines.  v 


The  envelope  curve  for  field  crop  fal'ms  declines  steadily  to  about  1,  500  to  2,  000 
acres  (total  revenue  of  $300,  060  to  $400,  000)  and  declines  only  slightly  thereafter'. 
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•  AVERAGE  TOTAL  COST  AND  ENVELOPE  CURVES 
IMPERIAL  VALLEY  OFo  CALIFORNIA 
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For  eacln#izc  group,  minimum  coft  per  dollar  of  total  revenue  (or  per  acre)  wa« 
achieved  with  fixed  reaources  (machinery  ind  managerial  labor)  used  to  m*ximum 
capacity.  -> 

these  cost  curves  emphaaixe  three  points;  (1)  Signilicant  coft  advantage* 
accrue  to  increased  lize  of  field  crop  farm  operations  up  to  a  size  of  about  1, 500 
to  2, 000  acres;  thereafter,  the  costs  rper  unit  of  production  decline  only  ilightiy  and 
eventually  level  out;  (2)  if  farms  that  are  highly  mechanized  and  otherwise  set  up  to 
operate  large  acreages  underutOize  this  capacity,  they  may  Jiave  hi^er  unit  costs 
than  itoaller  operations  more  fuUy  utilizing  their  fixed  resouifces;  and  (3)  fkrms  of 
any  size  could  operate  efficientty  and  make  reasonable  p^Ofits^  under  the  conditions 
prevaiUng  in  1959,  On  the  basis  of  cost  per  doUar  of  output^  ihe  envelope  curve 
declines  from  about  84  cents  at  low  output  levels  to  about  73  <Ants  for  output  in  ex- 
cess of  $500,  000.  Thus,  the  net  return  to  operator  labor  wA  inanaf ement  before 
income  tax  varies  from  IG  cents  to  27  cents  per  dollar  of  Mput  over  the  corr<jspond- 
ing  range  in  output,  T     j  . 

Similar  procedures  were  used. in  analyzing  vegetable  crop  farms.  The  results 
show  that  if  competent  and  timely  contract  services  are  available  for  the  smaller 
vegetable  farms  (up  to  G.40  acres,  producing  a'roupd  $100,  000  of  total  crop  -revonue 
annually),  the  longrifli  average  costs' for  ve|[etable  production  are  essentially  con- 
stant throughout  the  size  range,  from  very  small  farms  to  those  with  more  than 
2, 400  acres  of  farmland  (fig.  0).  Results  of  tlie  study  indicate  that  when  Competent 
and  timely  contract  services  are  available  at  current  rates,  tlio  Imperial  Valley 
vegetable  farmpr  achieves  little^  op  no  cost  advantage  by  owning  equipment.  In  fact, 
the  very  large  vegetable  farms  that  are  equipped  to  operate  on  a  large  scale,  but  use 
their  macMnery  at  less  tBa«  full  capacity,  actually  havo'liigher  average  cost  than 
farms  that  use  only  contract.serviees  for  all  the  farm  operations.  'In  a  situation 
where  contract  work  is  not  r<yidily  available,  considerable  cost  economies  occur 
with  increasing  size  up  to  about  G4d>  acres.  * 

• 

The  apparent  lack  of  any  economi,es  of  size  on  vegetable  .crop  farms  relates  in 
part  to  the  high  proportion  of  vjatriablfjcosts,  especially  for  contract  harvesting, 
incurred  in  vegetable  crop  prbductionV  Lettuce  andx^Wwige,  which  together  com- 
prise 50  percent  of  the  cropping  system  anajlyzed,  sfff^fht  for  about  75  percent  of 
the  total  variable  costs  associated  withiiarvesting.  Harvesting  lettuce  and  cabbage 
is  a  highly  labor-intensive  operation  with  relatively  minor  machine.costs,  imder 
present  technologies.  Thus,  only  sUght  economies  of  size  are  attainable  on  tliese 
operations.  ^ 


Kern  County  Cash  Crop  Farms 

In  1963,  Faris  aiid  Armstrong  (SG)  analyzed  tlio  economies  of  size  lor  cash  crop 
farms  in  Kern  County,  Calif.  They  used  a  combination  of  linear  programming  and 
budgeting  to  determine  the  least-cost  machinery  combination  and  irrigation  system 
for  each  farm  size.   The  model  and^assumptions  employed  in  this  study  arc  very 
similar  to  those  employed  in  Moore»8  study  of  irrigated  cotton  farms  inf'resno 
County,  Calif.  (89). 

Three  different  cropping  programs  were  considered.  The  cotton-a^falfa-barley- 
milo  farms  achieved  slightly  lower  average  total  cost  per  dollar  of  revenue  than 
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either  the  cotton-alf»lfa-po^to  farmi  or  the  cotton-alfalfa  farmi.  Resulti  were 
■Imllar  for  each  of  theic  three  cropping  program!  (table  G).  Loweit-average  total 
wai  achieved  by  the  640 -acre  faj^m,  with  about  90  cents  total  coit  per  dollar  of 
groii  income.  The  l60-aere  and  320-acre  farms  were  shown  to  be  almost  as 
•fficient^  each  achieving  a  cost  per  dollar  of  revenue  within  5  cents  of  the  mini- 
mtim  in  each  cropping}  program.  The  1, 280-acre  and  3, 200-acre  farms  were 
slightly  less  efficient  than  the  640*-acre  farms,  hav^j^g  casts  2  to  4  cents  hi^er 
than  the  minimum  in  each  case.  .  ^  .  ' 

Table  6.— Cash  crop  farms,  Kem  County,  California:    Total  cost  per 
dollar  of  crop  reyenue  for  three  cropping  programs 


Farm  size 
(acres) 

♦     Coit:revenue  ratio  for— 

Cotton-alfalfa  •  Cotton-alfalfa-;  Cotton-alfalfa-barley- 
farms        ]    potato  farms    \           mllo  farms 

80.-  -i-.' 

1.06                   1*06  1.00 
;            .96                    .94  .93 
.92                     .91  .91 
*91                    .89  ,89 
.94                    .93  .91 
.96                    .93                            ,92  ' 

3,200  — 

Source:    Calculated  ftom  d«ta  in  Faris  and  ArMtrong  (36,  table  26) . 


Wheat  Farms  in  the  Columbia  Basin  of  C^egon 

In  a  study  conducted  by  SUppler  and  Castle  in  1961  (123),  dryland  wheat-summer 
fallow -farms*  in  the  Columbia  Basin^of  Oregon  were  examined  using  the  synthetic -firm 
budgeting  technique.   Four  farm  sizes  representing  specific  labor-machinexy  combi- 
nations were  analyzed.  Three  levelr  of  machine  utilization  wore  considered  in  each 
of  the  four  labor-machinery  size  groups*  In  each  case,  thi)  lowest  average  coat  was 
obtained  when  the  machines  were  iuUy  utilized;  tlxat  is,  Were  being  used  on  a8  many 
acres  as  possible  on  a  10-hpur-day  basis. 

Table  7  shows  the  average  cost  attained  by  e^icUjof  tjicao  fuU-utiUzation  farm 
plans.  The  1-man  whciit  farms  achieved  lower  aVef^ptge  costff  th^n  eitlier  tlie  2-man 
or  3-man  farms.  The  1-man  farm  witli  a  GO-  to  GO-horflCpowor  tractor  had  a  cOsU 
revenue  ratio  of  0. 80,  and  earned  a  $0,  G20  return  to  operator  .labor,  management, 
and  risk-taking.  The  ^-man  and  3-man  farm  sizca  had  t  osts  in  cxceoa  of  GO  (  onto 
pe"r  dollar  6t  gross  income,  and  earned  lesB  tlian  $5,  000  of  net  operator  caraings. 

Tills  study  used  highly  simplified  procedures  oind  assumptions.  Only  a  narrow 
raiige  of  production  and  resoiirco  acquisition  alternatives  Were  considered.  -How- 
ever, it  appear*  that  tlio  size -efficiency  relationships  dcv'eloped  are  a  gcneraUy 
accurate  representation  of  tlie\Vconomies  of  size  for  wltei^t'? summer  fallow  farms 
i^.the  Columbia  XJasin.        ,  *\  '  ft'^J 


3524 


O 

u 

I 
I 


s 

U 


I 


1 


H 

M 

O 
O 


O 


to 

0) 


o 

M 

u 


19 

O 
li 
U 

s 


I 


0) 

a 


OO  CO 


ov 


o\ 

01 

CM 

\o 

CM 

CM 

tn 

\o 

SO 

<r 

CM 

•« 

CO 

m 

CM 


o  d 

.§  so 


o 

CM 

r-l 

CM 

VO 

CO 

<r 

•« 

r-l 

CO 

vO 

OQ 

o 
o 
»n 
«% 

CM 


O 

o 

so 


r-l     CM  CO 


I 
I 
I 

0) 


-i.  I.  i 


I  1 


5 


53 


476 


3525' 


Heiults  of  the  Crop  Production  Studlei 


'The  iize-efflciency  relationihipi  vary  widely  among  <he  14  crop-farming 
situation!  diicumed  here.  Although  much  of  thia  variation  iresulta  from  differences 
in  the  aaaumptiona  and  procedures  used,  some  useful  compjurxsons  and  generaliza* 
*   tions  can  be  made*  i 

Irt  the  production  of  cling  peaches  in  California,  average  cost  reached  a  minimum 
with  an  orchard  size  of  90  to  110  acres  when  mechanized  practices  Were  uscd»  This 
size  of  operation  required  one  full-time  man  plus  seasonal  hired  labor. 

The  two  studies  of  crop  farms  and  crop-livestock  farms  in  Iowa  showed  that  when 
full  ownership  of  aU'inachinery  was  assumed,  2-man  farms  were  more  efficient  than 
1-man  operations.  When  custom  hiring  of  certain  field  operaUona  Was  introduced 
into  the  analysis,  the  cost  curves  for  the  smaller  farms  were  lowered  by 
about  25  percent,  making  the  1-man  farm  nearly  as  efficient  as  the  2-man  farm»  How- 
ever, these  cost  reductions  were  attained  only  when  the  custom  services  wer«  avail- 
able when  needed,  so  that  cnop  losses  were  avoided.  These  two  studies  examined 
only  a  limited  range  of  sizes:  1-man  and  2-man  operations.  Consequently,  they  pro- 
vided no  insights  into  the  comparative  efficiency  of  larger  farm  sizes  operated  by 
three  or  more  full-time  men.  » 

Similar  results  wore  found  in  the  analysis  of  field -crop  f^rms  and  vegetable 
farms  in  the  Imperial  Valley  of  California.  Farm  sizes  extending  beyond  2, 400 
acres  were  examined.  Vegetable  farms  of  lees  than  640  acres  could  produce  almost 
as  efficiently  as  any  larger  size  by  hiring  custom  work  for  all  or  most  of  their  field 
operations.  Among  the  smaller  field-crop  farms,  custom  hiring  was  also  found  to 
greatly  reduce  the  average  costs,  but  additional  economies  of  size  were  found  to 
occur  up  to  about  I,  500  to  2,  000  acres. 

Analysis  Of  cash-crop  farms  in  yolo\County,  Calif.,  producing  sugarbeets,  toma- 
toes, nUlo,  barley,  alfalfa,  and  saffiowor  showed  that  all  the  economies  of  size  were 
attained  at  a  farm  size  of  about  GOO  to  800  acres.  Because  of  institutional  and  crop 
rotation  considerations,  farms  beyond  1,400  acres  were  found  to  experience  rising 
average  costs.  .  \  , 

Farms  producing  cotton,  alfalfa,*  mllo,  and  barley  in  Kern' County,  Calih,  were 
found  to  achieve  lowest  average  cost  at  about  G40  acres.  Larger  farms  extending  be- 
yond 3,  000  acres  were  slightly  less  efficient;  ^  . 

In  the  analysis  of  irrigated  cotton  farms  in  Fresno  County,  Calif*,  1-man,  2*»man, 
and  8-man  operations  were  found  to  bo  less  efficient  than^4-man  fams^^rfeprcienting 
about  700  acres  in  tlie  heavy-soils  area  and  1, 400  acres  in  the  light-soils  *rca. 

In  two  studies,  larger  farms  were  found  to  bo  no  more  efficient  than  highly 
mechanized  1-man  farms.  Tlicse  1-man  farms  were  a  440-acrc  irrigated  cotton 
farm  in  Texas  and  a  1,  600-acro  wheat-summer  fallow  farm  in  Oregon. 

In  ftiost  of  these  studies,  all  of  the  economic*  of  size  could  be  attained  1^  modern 
and  (UUy  mechanised  1-man  or  2-man  farms.  But  It  is  often  possible  to'increase  total, 
•profit  by  extending  beyond  the  most  efficient  size.  In  these  cases,  the  incentive  for 
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expaiwion  tp  very  large  farm  »ize»  la  higher  total  profit,  rather  than  lower 
average  cost. 

Partially  counteracting  the  profit  incentive  to  farm  eraargement  ii  the  increaa- 
Ing  uncertainty  and  difficulty  of  managing  a  larger  and  more  complex  farm.  As 
farm  size  increaaea,  complexity  and  management  proUema  become  particularly 
aerioua  in  typea  of  farming  and  areaa  where  (1)  diatances  between  workera  are 
Igreat,  (2)  land  quality  ia  uneven,  (3)  growing  conditiona  and  prlcea  are  unpredic- 
table and  reqtUre  frequent  reviaiona  in  management  plana .  •  / 

t 

Beef  Fcedlota 

Beef  ei)4rpriaefl  occur  on  a  wide  variety  of  typea  and  aizea  of  farma.  On  crop- 
Uveatock  f^rma.  the  beef  herda  range  in  eize^d  relative  importance  from  small  aup- 
plementary  enterpriaea  uaing  idle  off-aeason  labor  and  unaalable  crop  reaidues  to 
large  enterpHaea  in  which  the  beef  herda  provide  the  main  aource  of  revenue  and  in 
which  cropa  are  produced  mainly  aa  a  aource  of  feed.  At  the  extreme  end  of  the  con- 
tinuum are  the  highly  specialized  dr|Aot  beef  feeding  buaineaaea  that  utUize  very 
little  land  area  and  buy  all  their  feed  inputa.   Theae  apeciallleed  feeding  buaincaaea 
account  for  a  large  and  riaing  propdHion  of  the  Nation'a  beef  production.   Four  re- 
porta  of  <impirical  atudiea  of  apecialized  beef  feedlota  are  diacuaaed  in  thia  section. 

Model  Feedlots  of  500-,  2, 000-,  and  5.  000-Head  Capacity  in  Eastern  Ordgon 

Three  levels  of  feedlot  capacity  wore  examined  in  a  1964  atudy  byBicharda  and 
Koi^zan  (JMOI).   Thia  was  intended  primarily  as  a  feaalbiUty  study,  ratherthan  aa  an 
analyaia  of  economies  of  aize.  However,  becauae  of  the  procedures  uaed  and  the 
feedlot  aizea  conaidored,  the  findings  shed  some  U0it  on  the  aize-efficiency  poaai- 
bil^ties  available  to  farmora  conaidering  initiation  of  a  beef  feeding  operation. 

Lots  capable  of  holding  500,  2,  000,  or  5,  000  head  of  feeder  ateera  were  included 
In  the  study.  The  results  show  that  even  though  a  2,  000-head  feedlot  operation  is  not 
as  efficient  afl  larger  sizes,  <a  coftsideraWe  amount  of  net  profit  can  usually  bo  ex- 
pected under  price  conditions  such  as  tho&o  existing  in  eaatern  Oregon  from  195G 
to  1003. 

Tho^uthora  ussumed  an  initial  height  of  050  pounda  and  a  finiahlng  weight  of 
I,  062.5  pounds  (before  shrinkage).   A  150-day  feeding  period  and  a  2.75-pound 
average  gain  per  day  were  asaumed.  Synthetic-firm  budgeting  procedurea  were 
employed,  and  operator  management  and  risk-taking  wore  uaed  as  the  reaidual 
claimant.  Nonfeed  cobt  per  pound  of  gain  was  the  moaaure  of  average  total  cost. 
The  SOO-head  feedlot  had  an  avoragornonfoed  cost  of  $5  .38  per  hundredweirfit  of 
gain,  compared  with  $4. 13  and  $3.32  for  the  2,  000-  and  5,  000-head  operationa. 
respectively. 

Potential  profits  for  the  2, 000-head  feedlot  were  calculated  for  each  year  from 
1956  to  1903  on  the  baais  of  ayerago  prices  received  each  year  for  alau^iter  a'teera. ' 
Retuma  to  management  and  riak-taking  ranged  from  a  $50,  000  loaa  (in  1963)  to  ^ 
$116,  000  net  return  (in  19S8).  In  6  of  the  8  yeara,  profits  we^e  above  $36,.»00. 

'55  ^  ' 


EMC  4.y^ 


3527 


The  average  annual  return  to  management  and  riak-taking  during  the  8-year  period 
waa  about  $43,  000. 

Actual  and  Synthetic  Fcedlots  in  Cjilifornia 

^f'     Hopkin  anidyased  the  economiea  of  size  in  California  beef  feedldta  in  1958,  calcu- 
average  eoat  curvea  both  from^ctual  firm  records  and  from  aynthc tic -firm. 
lj,|-J**j^--^i5iiLid^^    (G4).  Basic  data  were  obtained  from  a  random  aaraple  of  77  feedlota  widely 
1^^  ji  -   ■  around  the  State,   The  sample  data  were  separated  into  six  siiie  classes, 

./•^according  to  feedlot  capacity. 

'  -  In  the  actual-firm  analysis,  a  quadratic  ieast-squares  regression  curve  was 

fitted  to  the  observations  for  all  the  firms  in  each  size  class.  This  equation  ej^-  . 
pressed  nonfeed  cost  per  head  per  day  as  a  function  of  the  feeding  ratio. 

For  the  synthetic-firm  analysis,  a  model  feedlot  was  designed  to  represent 
each  size  class.  The  average  characteristics  of  all  the  obsiervcd  firms  in  each- 
size  class  were  used  as  if  they  were  tJie  actual  record  of  a  single  firm  with  capac- 
ity set  at  the  group  average.   The  feeding  ratio  was  then  allowed  to  vary  from  one 
budget  to,  anoth<ir,  from  one-third  to  lull  utilization  of  the  facilities.  One  point  on 
the  syntfietic  firm's  shortrun  cost  curve  was  derived  from  each  budget.  A  curve 
was  then  drawn  approximately  through  the  plotted  points.  A  126-day  feeding  period 
was  assumed,  and  each  lot  was  assumed  to  operate  continuously  and  at  (he  same 
capacity  throughout  the  year.  * 

The  shortrun  average  cost  curves  obtained  from  actual  firm  records  and  from 
synthetic -firm  budgets  are  quite  similar,  indicating  that  with  a  given  size  of  plant 
the  etverago  nonfeed  cost  decjiies  sharply  as  tiie  feeding  ratjlo,  or  degree  of  pt&mt 
utilization,  is  increased,  ^^ojli  the  synthetic-firm  analysis  and  the  actual-firm 
analysis  provide  evidence  of  a  downward-sloping  longrun  average  cost  curve. 

Average  cost  was  measured  as  nonfood  cost  per  head  per  day,  less  a  credit  of 

0.  88  cents  for  manure.   For  the  smallest  class  of  focdlots,  those  with  less  tlian 

1,  200-head  capacity,  average  cost  was  11. 77  cents  nonfeed  cost  per  head  per  day. 
These  small  feedlots  fed  an  average  of  less  than  flOO  head  per  year.  Average  cost 
was  found  to  decline  steadily  as  feedlot  size  increased.  The  largest  size  class  in- 
cluded fcedlots  with  more  than  14, 000  head  capacity,  feeding  aa  average  of  more 
than  35,  000  head  per  year.  Tliese  largo  feeding  operations  achieved  an  average 
cost  of  only  7.G9  cents,  roughly  ono-tiiirU  less  tiian  the  average  co^t  of  the  small- 
est class. 

The  synthetic -budgeting  results  showed  approximately  tiie  same  size- efficiency 
,  relationship  as  the  actual-firm  analysis  because  average  or  typical  plant  character- 
istics were  budgeted.  If  Gie  budgets  had  been  based  on  advanced  technologies  and 
^  above -average  practices,  tiio  two  relationslUps  would  probably  have  been  quite 

different. 
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Model  FeedloU  With  More  Than  S^OOO^IIead  Capacity,  Imperial  Valley,  Calif. 

Cost  analyses  can  bo  conducted  using  various  degrees  of  abstraction  of  actual-* 
firm  characteristics.    At  one  extreme  are  studies  such  as  the  preceding  one  by 
Hopkin  in  which  firms  are  synthesized  to  reflect  every  detail  of   the  average  or 
typical  plants  found  in  various  ii^e  classes.  This  procedure  produces  size- efficiency 
relationships  that  are  geared  to  presently  existing  practices  and  facilities,  many  of  ^ 
which  were  initiated  long  ago  and  have  become  outdated.  At  the  otiic^r  extreme  are 
studies  using  the  economic-engineering  approach  (73).   In  this  Ajsproach,  various  ^ 
firm  sizes  are  budgeted  with  no  regard  for  average  or  typical  situations,  except  to 
assure  that  the  arrangements  are  feasible  and  realistic*  This  method  produces  re-  • 
suits  that  are  relevant  ta  the  firm  in  its  planning  stage,  when  the  entrepreneur  srpks 
the  specifications  of  various  plant  sizes,  and  is  interested  in  a  comparison  of  the  ef- 
ficiency and  profit  attainable  with  each  size.  Presumably,  the  planning  entrepreneur 
is  concerned  with  the  most  efficient  and  profitable  plant  designs  In  each  size  class, 
rather  than  typical  or  average  situations  based  partly  on  outdated  technology.  King's  i 
1062  study  of  feedlots  in  the  Imperial  Valley,  Calif. ,  is  an  excellent  example 'of  the  * 
eeonomic-engineoririg  (synthetic-firm)  typo  of  budgeting  analysis  (73)« 

Average  nonfood  cost  was  found  to  decline  from  7.  XO  to  G.57  cents  per  head  per 
day  as  the  numbor  of  cattle  on  feed  at  one  time  increased  from  aboiit  U,  000  to  68,  OOD 
head  (fig.  10).   During  a  120-day  feeding  period,  this  cost  reduction  would  result  in  a 
savings  of  nearly  $2  for  each  steer  fed.  «These  average  cost  figures  are  based  on.fUll 
utilization  of  the  feeding  facilities,  with  all  the  pen»  filled  to  capacity  during  three 
120-day  feeding  periods  each  year'.   Alternatively,  if  tliese  model  fe(tdlots  are  oper- 
ated througliout  tlic  year  with  pens  partly  empty,  average  costs  rise  sharply^  Fot 
example,  if  the  largest  of  the  model  feedlots  is  operated  all  year  wii^  tlie  pens  only  - 
GO  percent  full,  average  nonfeed  cost  rises  from  5.57  td  6.7d  cents  per  hea(f  per  day  ' 
(table  8).    This  amounts  to  a  difference  of  nearly  $1.50  per  head  for  a  120**day  feed- 
inrg  period. 

King  also  examined  another  kind  of  plant  underUtilizatTon,  in  which  the  pens  are 
kept  fUU  only  port  of  the  year  and  tlie  operation  is  closed  down  during  tlio  remainder 
of  the  year.   This  kind  of  updorutilization  ellso  increases  average <«ost  per  unit.  For 
example,  consider  a  feedlot  designed  for  0,  OOO^-head  capacity.  If  tliis  pliant  were 
fully  utilized  throughout  the  year  using  a  120-day  feeding  period,  approximately  three 
batches  of  feeder  cattle  could  bo  fed  and  tlio  average  nonfood  cost  per  head  per  day 
would  bo  G.  6  cents.  But  if  the  operation  were  closed  down  after  th«>  first  batch, 
average  cost  would  nearly  double,  rising  to  12.6  cents*  .  Tims,  the  benefits  of  large 
ocalo  operation  may  be  offset  if  the  facilities  are  operated  at  less  tlian  Aill  capacity. 

Each  of  the  Hve  model  feeding  operations  was  organized  to  provide  full  utilS^tion 
of  a  specific  size  of  mill;  the  five  mill  sizes  had  rated  capacities  of  5,  10,  ID,  20,  and 
30  tons  per  hour.   Hve  model  feedlots  witli  designed  capacities  of  3,  760,  7,  520,  11,  276, 
15,  030,  and  22,  550  head,  respectively,  wore  synthesized  on  tlio  basis  of  data  from  a 
sample  of  feedlots  and  from  btlier  sources*  Mill  construction  costs  and  specifications  ^ 
were  obtained  from  a  feed  mill  construction  firm.  Cost  rates  for  electricity,  labor, 
and  otlier  Inputs  were  set  at  locally  prevailing  rates  and  checked  for  consistency 
against  the  feedlot  sample  data.  A  sample  6f  1^  largd  feedlpts  in  tlie  Imperial  Valley 
of  California  provided  information^rogarding  requirements  for  equipment,  labor. 
Veterinarian's  oorviees,  medicine,  and  .various  otlier  input  data. 
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ECONOMIES  OF  SCAU  CURVE  FOR  NONFKD  COSTS 
*    .  ^  •OF  OPERATING  MODEL  FEEOLQTS 
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Figure;  icr 

The  cpsta  of  fixed  item*  (^uch  as  taxesi  Inaurimcii^i?  depreciation^  Iftterest, 
management,  and  office  expensed  were  tabulated  Bepar*t^ly.a«  a^^eries  of  lun^  sums.  ^ 
Cost  items  that  varied  with  the  number  of  head  fed  or  ^n^) tonnage  of  feed  fed  were 
treated  as  variable  costs.  These-^ncluded  elecjiridity^  -ejqtiipment  repairs,  gas^and 
•oil, 'telephone,  death  loss,  veterlnarlan»'s  services,  medicine,  and  labor  other  than 
management  and  office  stj^f.   Total  annual  cost  of  eacK  variable  resource  was  calcu-     ■  J. 
lated  lis  a  Bnea^  function  of  either  the  number- of  animeil  days  (number  of  days  .of  op - 
eratio/i  per- year  times  average  number  of  fiea^'^on  feed  at  a  given  tim<t)i  or      total  ^ 
tonnage  of  feed, fed.  Since *the  amount  of  feed  fed  pei^  head  per  day  waei^assumed  to" be 
constant  in  this  analya^is,  itw^s  possible  to  convert  th3»e  linear  cost  functions  from 
one  form  to  the  other.  In  this  way,  average  cost  c<jfvXd  be  presente^^  as  a  fijpction  of  * 
either  animal  days  or  tonnage  of  feed  fed^;   *    ;  <         *  ,  *  ' 

The  copts  derive"*  in  this  study  are  lower  than  those  deri\^d  in  the  Hoplaii^s1;udy  .^v 
by  about  1 .  Scents^p^r  he^d  ^er  day.  The  mbdil,  f  eedlgts  were  fusumed  to  dperkte  at  ^ 
80  percent  of  maximum  4!apacity  for  this  'comparison.  This  cost  difference  restflts       •  .■' 
primkrily  from  the  fact  that  King's  budg^ets  reflect  better-than-average  or  jfidvanced 
techi^ology:*nd  practices,  while  Hopkin^s  budgets  are  biised  on  average  or  typical 
situations.  '  v  ,     '  i 
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^*^♦^ll?"onnII!?^5  P*'^  day  f Or  model  feedlotB  operating  at 

of  Calif S^iil  60.  percent  of  capacity  in  the  Imperial  Valley 


,    :    «    J    •       mien  operated  at  various  percentages 
Feedlot       ;  .  of  maximum  annual  outputs 


.   capacity,    ^  ;    "^^^^  ,  — — 

head  on  feed    .capacity:       Cattle  fed  per  • 
at  on«  time      i    P®^      -        "      year  1/ 

I    hour  .   ;  IT  

Average  cost  2/ 

 --^ — .    -"^  V  • 

':'              ;100,percent:60  percent 

100  pefcenf  60  percent* 
 ^  '.  ^ 

•                      :  ISJiS  Number  Number  Dollars  Dollars 

hli^  ^        5  U>280  ^,768  7-  19  q 

Lilian  10  ^  22  5.60  13  536  6'l8  I'll 

^   ri'n/n  -  "  33,840  ^    20  304  5  92  7 

'22'5^  •      ?S  ibll^  27  072  .     5  75  7'o8 

:^22,5e9r  30  67,680  40  608  -5^57  6  79 


Source:     (73,  tkblee  9- and  10).''        .    -  ^ 

*     V  Model  Feedlgts  in  Coio2:ado 

A  Btu^  of  feedlots  in  Co]^ra(*o  completed  by  Hiinter  and  this  writei*  in  1965 
•  employed  eseentiaily  the  same  analytical  techniques  as  King»^  study,  with  some 
modificattonB  and  ektensions.'.,  Feedlot  capacities  ranging  from  135  to  15.300  head 
were  examined  (60),  -  •      ,       °   ^  '  " 


v,When  all  resources  including  the  operator'^  labor  were  charged  at  going  market 
rates,  the  model  feedlots, effected  important  savings  by  cxwnintf  a  feed  mill  of  a  size 
appf  oprtate  to  the  scale  df  the  operation.   For  eWple,  foi^  4  feedlot  With  a  3  150- 
head  capacity  feeding  operation,  a  15-ton-per-day  feed  mill  ^srovlded  lower  average  . 
cost  than  equipment  combinations  having  no  feed  mill  or  than  any  of  the  larger  sizes  ^ 
o.ftmiU  considered        fig.  B).   Even  with  a  very  small  feedlot  designed  with  only 
135-head  capacity,  an  8^on  mill  provided  lower  average  nqnfeea  cost. than  any  of  the 
nonnuu  equipment  combinations  considered.  As  more  feeding  space  was  added  and 
mor.e  .cattle  were  fed  with  this  8-fonWi;  average  cost  dropped  sharply,  reaching  a  ' 
minimum  at  1.  SOtf-head  capacity.   Beyond  1.  700~head  capacity,  feeding  operations 
that  u^ed  this  small  feed  mill  had  higher  average  nonfeed  corft  than  oaerations  using 
the  larger  naills  (fig',  11).  .  * 

The  size  of  ^-^ed  nfiiU  that  provided  the  lowest  possible  average  cost  per  head  . 
fed  per  day  and  per  huridredweight«of  gain  is  shown  for  various  feedlot  sizes  in  table  9 
It  was  assumed  that  each  «teer  g^ned  an  average  of '2. 57  pounds  per  day  during  a 

^  169-day  feeding  period,  and  that  the  feedlots  were  kept  egaentiaHy  full  throughout 
the  year.   These  cost  data  indrcate  the  average  cost  of  owning  and  opef'ating  various^  - 
sizes  of  feedirfg  operations,  ej^ludingthe  cost  of  feed  and  feeders,  which  aiHJ  aiisumed 

xto  be  constant  and.  itHerefore.  i^ot  to  affect  economies     siate,  * 
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Table  9. — Economlet  o£'^tlze  In  feeding  yearling  Btiiin  In  Colorado  . 


Slze.of  feedlot  i^J" 

4:^^/4  rcoit  £eta  mill 
(head  on  feed  8-hour  day 

one  time)  ^ty 


Leatt-coat  poi,nt 


Average  total  coat 


I^edlotr 
alze,  : 


Per  head  fed 


I  169  dayp  J        day  I 


Pe;t:  pound 
o£  gain 


135  to.  1,700—— 
1,700  ta7^^000 — 
»4,000  to  9,000-^- 
9,000  to  15,300— 


Tona 

Head 

Dollkra 

Centa 

Gent^ 

1,500 

16.37 

9.7' 

^3.8 

.15 

"  3,500 

15.15 

«  9.(i 

3.5 

50 

8,100 

14.66 

^8,7 

'3.4> 

ioo' 

•  15,300 

14.10  ' 

8.3 

3.2 

1/  Each  o£  the  jbeaat-coat  equliMient  cotnbinatlona  Includea  powerboxea 
rather  thin  hand-acoop  ahovela  for  diatrlbutlng  ^he  £eed  Into  the  feed 
bunka . 


Source:  065)* 


60 


=Rir 


483 


3532 


The  amall  model  fe^dlots  with  a  capacity  for  135  to  U700  head  omfeed  at  one  , 
time  operatedvVno'flt  ^ffielen^y  using -an  8-ton  feed  mill  and  powerboxea'to  distribute 
the  feed  into  the  bunks.  iFeediots  In  this  size  range  were  designed  to  bo  operated  by 

i^ne  or  two  men.  ,  The  aveAifee  eost  for, a  J.  500-head  feeding  operation  was  3.8  cents 
I*r  pound  of  beef  gain.  For  larger  feedlots  having  between  L  700  and  4.  000  head  on 
fo^d  at  fl/tinfe.  the  15-ton  feed  mill  was  most  efficient;  ln*tho  4.  060-  to  Q,^00-he«d 

.  alzo  range.  the^SO-ton  mill  >yaa  most  effieifnt.  Beyoj^  9,  000-head  capaci^,  the  ' 
100-ton  mill  w«8  moat  efficient,  providing  an  average  eoat  of  only  3. 2  cents  per 

:  pound  of  gain  for  a  fcedlot  with  15r506  yeiirling  steers  on  feed  at  a  Umo.   This  was  ^ 
only  slightly  i^ore  effieient  than  the  1, 600-head  operation  using  an  8-ton  mill— a  • 

•  difference  of  only  0. 6  cent  per  pound  ptg^n.  These  findings  indicate  that  the  tech - 
nif'al' economies*  of  ai?:e  attained  by  feedlota  feeding  over  1,  500  head  ai'c  too.small  to  % 
have  any  appreciable  effect  on  the  average  cost  of  prt>ducing  beef  or,  eonaequently, 
on  the  wholeatxle  and  retail  pricea  of  beef.  A  alight  variation  in  the  purchaao  pricfc 
^of  feed  or  of  feeder  cattle,  or  in  the  aole  iiriee  of  fat  catUe,  could  exert  a  cqnaider-  > 
ably  stronger  effect  on  average  coat  and  the  profit  margin. 


However,  tlie^Ught  gain  in  efficiency  attributable  to  economlea  of  alze  la  qjij^c 
significant  in  terma  of  the  overall  coat  and  profirof  ^  largo  feeding  operation.  'For 
example,  becauao  of  thia  0*6  cent^ifference  Jn  average  coat,  a  feeding  operation 
Hanining  15,  000  head  of  steera  at  a  time  would  have  conaldorablv  loyer  total  coata— 
a  savings  of  m»re  than  $70^0  annually— using  a  alrt^e  feedlot        a  100-ton  iccS 
mill^£5tcad  of  tdn  1,  500-Tiead  feedlots^ each  using  an  8-ton  mill.  *  . 

*  '  '  ;■' 

Whenjprices  are  favorable,  large  feeding  oporationa  realize  very  high  projtita. 
But  when  prices  are  unfavorable,  they  incur  sizable  losses.  '  , 

i  *  ' 

J       The  model  feedlots  were  aVao  analyzpd  for  operation  at  loss  than  full  capacity. 
The  results  indicate  clearly  thitihe  advantages  of  largo-aeale  operatiQxis  arc  attained 
only  when  the  facilities  are  fUlly  utiliared.  Exeeas  capacity  In  the  mill  or  feedlot  " 
facilities  greatly  increased  average  total  cosC. 

Xho  basip  data  were  obtained  chiefly  from  a  sample  survey  of  feedlojs  and  from 
feed  mill  construction  firms.  Four  mill  slzesL were  eonsldcre,d,  with  rated  capacities 
of.O,  15,  50,  and  100  tonp'of  feed  per  8-hour  day,  according  to  manufacturer's  specN 
fications.  For  each>«mill  size,  various  levels  of  feeding  space  and  the  associated  facili- 
tied  wore  examined,  ranging  fijom  a  relatively  small  feeding  capacity  to  sizes  that  re- 
quired uoinij  the  mill  boy6nd  its  rated  capacity.  In  cases  Involving  ovorutillzation, 
additional  uao-depreclatlon  and  overtimcvpay  were  assumed  to  occur. 

Some  of  tlio  omallor  feedlOi(ff  wore  designed  witliout  feed  mills,  "^ond  It  was 
assumed  tliat  commercial  feed  mills  would  pt^oceas  and  mix  all  the  grain  and  con- 
„  contrateo  fed  to  tlie  cattle.    These  amaU  feedlots.^wore  designed  Wlth^ two  altcrnH- 
tivo  equipment  systems.    fJotli  systems  tised  tractor  loaders  and  grain  augers  for 
loadlrtg  the  feed  trucks.   But  one  system  used  hand-acoop  shovels  for  unloading  tliQ  • 
feed  trucks  into  the  feed  biyika,  and  tlie  otlier  used  poworboxejji^  (aclfrmixing,  aelf- 
unloading  feed  units  mounted  on  trucks).    Four  other  equipmerxt  combinationa  wore  ^ 
designed,  each  having  a  specific  size  of  operator-owned  feed  mill  to  proccsa,  mix,  i 
and  load  tlio  grains  and  supplements  into  tlie  feed  trucks..  AllTfour  of  the«e  mill  eoni- 
^  blnatipns  uoed  trucks  with  powerboxcs  to  distribute  the  feed  into  the  feed  bunks.  Feed- 
'lot  areas  wltli  capapities  ranging  from  135  ttf  15,  300  h^ad  of  yearling  ateera  were 
analyzed  in  conjifnction  with  tlie  six  specific  equipment  comblnatlona .  Several  realis- 
tic combinationg^of  feedlot  area  and  complements  ofequipmeht  were  analyzed^  ' 
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Throu^iout  the  entire  range  of  feedlot  ilzei  analyzed  here,  leait-coit  operatlorf'wM 
aciiieved  by  the  operator  ofwning  an  appropA^to  size  of  feed  mlU,  ratiier  than  Wring 
the  concentrate  mixing  done  by  a  commerclwktnlU,  and  using  powerboxes  rather  than 
hand  scoojjs  tq  distribute  tlje  feed  into  the  feed  bunKi.  j  ^ 

In  the  baa<c  amaysis,  the  feeding  a^a  was  assumed  to  bo  fully  uUllzed  through- 
out the  year.  Tlie  feed  mi»U  was  allowed  to  operate  at  less  than  full  cai'iac/ty  In  cAsTci 
whore  tlie  assumed  pi:n.capacity  was  less  than  mill  capacity.  Herein  lies  one  of  the 
basic  tUffCrcnOes  between  thlB  study  and  King's  stmly.  King  viewed  the  fixed  plwit  as 
being  both  the  miU  and  tlie  feeding  faelllties.  whereas  we  assumed  a  sllghtl;r  longer 
planning  horizon,  consi'derlng  only  the  mill'as  fixed  and  allowing  the  quswUty  of  feed- 
lot  area' and  feeding  faclUUcs  to  vary.'  In  both  studies,  points  on  tlie  shortnm  ^st 
eurves  represent  various  degrees  of  uUlfzaUon  of  the  JixeA  plant.  In  each  study,  a  ^ 
smaller  number  of  cattle  fed  per  year  implies  a  lesser  degree  of  uUlization.  How- 
cveri  as  King  reduced  the  number  of  cattie  fed,  he  held  pen  capacity  constant,  at  the 
level  corresponding  to  the  largest  potenUal  feeding  caipaclty  of  the  miV.  Xhis  amounted 
to  varying  the  feeding  raUo— tlio  number  of  head  fed  per  year  for  e*ch  ^-tiead  unit  of  ♦ 
feeding  space,  assuming  a  given  length  of  feeding  p^rfod.  Ih  our  Colorado  study,  ar 
tlie  number  of  eatfie  fed  was  reduced,  the  feeding  area  was.redueed  aecogfllngly,  with 
mlU  size  held  fixed.  Tlius,  tJio  feeding  raUo  w.as  held  eonstant. 

Thlt  divergence  In  procedures  and  assumptions  alters  tlio  shape  of  tlie  shortrun 
average  cost  curves.  King's  iurvcG  are  steeper  tlian  ours,  because  his  concept  of 
unH^nlUUzaUon  allowcdr^xccss  capacity  In  both  the  mlU.and  tlie  feeding .facUiUcs;  In, 
ourWocedure  only  Ihts  miU  was  allowed  to  operate  at  less  than  full  capacity.  Both 
proccufhres'  are  eorrcet  for  their  respective  planning  horizons.  In  tlie  longrun  sot- 
Ung,  where  all^ resources  are  allowed  to  vary,  botli  prveeduvcs  give  IdenUcal  results. 
An  envelope  cuiye  drawn  tangent  to  tfie  shortrun  average  cost  curves  will  have  the 
same  shape  and  l^pl^it,  regardless  of  tlBc*  planning  horizon  selected  for  examination 
of  shorjrun  situations .  *  '  *    '  A  > 

\    Results  of  the  Four  Feedlot  Studies  .  r 

One  general  eon«Xyslon  ro^  be  drawn  from  these  studies.'  ,  1^'or  feedlots  above  a 
moderate  size,  say  1,500-  to  5,000-head  eapacUy,  tlie  technical  economies  of  size* 
attalnabile  are  relatively  iinlmportaijt— only  $1  to  $2  per  head  fed.  These  relatively 
small  savings  can  be  eailly  surpassed  by  a  small  difference  in  tlie  priee  of  feed 
or  feeder  cattle.  A  feedlbt  operator  wliose  c^eration  Is  small  enough  to, allow  him  to 
"shop  around"  and-  aave  a.dollar  a  ton  on  his  hay  price,  for  example,  or  GO^ccnts  a  - 
hundredweight  on  his  a^cder  catUc,  can  often  realize  much  greater  savings  in  this 
way  tlian  are  attainable  tlirougli  tlio  tevhnical  economies  ot  size.  Thus,  the  possible 
pccuniaiy  <buying  and  selling)  economies  and  diaeconomles  of  size  may  bo  very  Im- 
portant In  explaining  changf^o  in  tlio  beof  fcetling  Industry. 

Dairy  Farms     .  *  i  ^ 

The  emergenee^of  now  forage  production  technologies,  milking  pdrlor  systems, 
and  housing  arrangements  In  reeent  yeai's  has  opened  up  new  poislblUUes  of  efono-^ 
mles  "bf  size  in  dairying.  Availability  of  tlieso'new  and  efficient  techniques  f nd  the 
increase  in  wage  rates  have  augmented  the  Interest  of  dairy  farmers  and  others  In 
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the  quesUon  of  econumttfta  of  «i2e.  Changes  in  tlie  slxc  dlstrlbuUoh  of  farm* 
have  led  to  concern  over  conccntraUon  ojT  producUon  and  iti  effect  on  the  survival  of 
•moll  dairy  farnu.  For  yic  country  fts  a  iwhole,  «ie  number  of  dairy  farms  having 
fewer  tlifiin  20  milk  cows  decreased  sharply  during  the  1950»8,  Meanwhile,  the  num- 
ber qf  dairy  farm*  with  30  to  OO'mllk  cows  increased  by  more  Uian  00  percent -and 
the  ifumber  with  km  ^nilk  cows  or  more  increased  by  82  percent  (tible  10),  Tims,  ' 
the  strongest  percentage  increases  occurred  among  the  Rcrds  of  medium  size-i30  to  , 
09  head— while  the  very  largo  dti^ry  herds  remained  few  in  nuiipbcr. 

These  facts  raise  a  qucsUon  concerning  the  economies  of  size  in  dairying.*  Four 
economies  of  size  studies  for  dairy  farming  ar«  gummariz/Jd  and  interpreted  here,  ^ 

Tabic  10,— Changes  in  sixes  of  dairy  farms,  United  States,  1950-59  .  ' 


Nunber  of  milk  cows 


Farms  having  spcclilcd  number  of 
•  *  milk  cows  , 


1950 


*  195^  , 


1  to  19.--  3,465^526 

20^0  29 —   !•  ;  11Q,2S9 

30  to  49.—  ;  1^799 

\^  ^^50  to  74— — — — — 10*,209^ 

Vz^^o  ft9™..-^—  :  2,871 

100  or  moro-— «  — — — — —  :__*3.593 

Total—  — ^  \  3,f>Afi^57 

500  to^  999  :  \ 

l,000,^r  njotc-^  ^  1  ^  , 

Source:  • (130,  table  ^6). 


Ntanber 
1/571,496 
.  140,7U' 
89,315 
22,336 
5,604 
6.551 
^>^36.121 


—  '    ■  'f-s- 
Percentage 
change^  ' 


Percent 
-54.7 
*fl8.1 
+90.8 

.  +118.8 
+95.2 
+82..  3 


177 
34 


N.A. 


Now  England  Dairies^  '  ^  .  ^ 

A  study  conducted  by  Follows,  Frick,  anil  Weeks  in\oG2  was  designed  parUy 
a»  a  means  oLtcj^Ung  the  syntlictic-firm  budgeting  technique  in  examining  economics 
of  size  (39).  .  .  '  . 

Jftodel  New  England  dairy  farms  wlUi  3G  or  more  milk  cows  were  found  to  have 
significantly  lower  average  total  cost  per  unit  of  output  than  tlie  smaller  dairy  farms, 
'  under  tJie  prices  and  teolinologlos  applicable  in  1002.  The  average  cost  curve  was 
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approxixnttely  flat  from  the  1-man,  .35-cow  farm  to  the  3-man,  105-cow  farm.  Theae 
reaulti-Are  conaiatent  with  tke  broad  qhangea  In  the  sice  diatribution  of  New  En^and 
dairy  farma  durinf  the  1050*8.  Tlie  munber  of  farms  li|  tliat  area  having  less  than  20 
milk  cows  decreaaed  •ate adil^  during  the  decade.  Number  of  farma  witti  20  to  20  cowa 
declined  only  slightly.  Farms  with  30  to  49  cows  Increaacd  by^ nearly  50  percent;  and 
fkrma  with  00  cows  or  more  doubled  in  ntimber  (128,  ppj  528-S^(}).       '  ' 

Tllii'a  stuily  provides  a  good  cxgunplo  of  budgeting  aiialysls  employhi^  a  variety  - 
of  aasumpiions  about  the  residual  claimaiit'and  the  coslf  of  the  operator's  labov  and 
<,  management.  'Three  alternative  forage  harvesting  tcj^nnlques  were  considered^  along  • 
>  with  tvwJ  alternative  wage  levels  ($1, 500^ and  $2, 000); for  regular  lilredlabor.  Tiui 
residual  rlalmant  was  initially  assumcd'to  be  cntrepfencurahip.  Operator  labor  and 
i»ianagem«nt  were  initially  valued  at  $2, 000  per  year,  but  this  value  was  also  set  at 
levels  varying  frPm  zero  to  $4^000  for  purposes  of  comparison.  Figure  12  shows 
tlie  resulting  average  total  cost  curves  uslng^i^ltemative  schedules  for  ttie  cost  of 
•*the  operator's  labor  and  msmagement* 

/  i  /      '  '  ' 

Cyrve  I  sifows  how  average  cost  varies  wltli  sice  of  dairy  farm  when  the  cost 
of  Uie  operator's  labor  and  management  are  held  constant  at      000  par  year  for  all  » 
sizes.  Tlie  left"hand  portion  of  the  curve  is  quite  Iiigh,  becaui^'the  fixed  coats  are 
spread  over  relatively  few  units  of  output.  As  the  size  of  firm  increases,  the  curve 
falls  sharply,  reaching  a  minimum  o^  $2. 04  per  hundredweight  of  milk  on  the  2<*mMi 
•  farm'witli  70  milH  tows. 

.  .  ■  "  -  •  .  ; 

Curve. b  shows  thatwhgn  the  opportunity  cost  of  the  operatbr's  labor  and  man- 
agement increases  witli  farm  size,  the  l«m'an,  d4«cow  dairy  archl£vcs  an  a\ferage 
total  cost  tliat  is  within  a  few  cents  per  hundredweight  of  Uiat  achieved  by  larger 


tONGRUN  UNIT  COST  CURVES  FOR  MILK  PRODUCED 
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farms.  The  btjdfet  coit«  underlying  curve  2  are  Identical  to  thoio  of  curve  1,, 
except  that  the  opportunity  coat  of  the  operator's  labor  and  management  Is  varied 
fk-om  $1,  0.00  to  $4|  000  /as  the  size  of  firm  Increases.  Implicit  In  this  cost  schedulev 
la  the  assiuxiption  that  (a)  a  farmer  who  bperates  a  large  dairy  has  a  higher  oppqr- 
tunlty  cost  or  reservatlpn  price  tlian  one  who  operates  a  smaller  dairy,  or  <b)  ai^ 
operator  places  a  higher  reservation  price  on  his  management  services  for  coordi- 
nating and  supervising  £  large  dairy  than  fdr  operating  a  small  one.  The  average 
coat  curve  (curve  2)  resulting  from  this  assumption  is  considerably  flatter*  than 
curve  I,  where  the  cos^t  of  the  operator's  service  Is  kept  constant  at  $2,  000. 

*  *  * 

Curve  3  la  based^on  the  operator's  personal  fcerviccs  valued  at  acero,  imply- 
ing tl^at  ttie  residual  clalmanf  now  Includes  operator  labor  and  management  as  weU 
as  risk-tjdcing.  This  is  the  shortrUn  cost  curve  as  viewed  by    dairyman  who  placeii 
no. reservation  price  on  ids  own  labor  and  management  and  (fonsiders  Ws  opportunity 
cost  to  bo  zero  because  of  limited  employment  possibilities.*  This  Is  also)tho  rele- 
vant average  shortrun  cost  curve  for  a  person  wltli  a  full-time  off-farm  Job,  who 
uses  the  dairy  enterprise  as  a  supplementary  spurco  of  income.  In  this  case,  the 
operator  would  corrccUy  value  his  personal  services  at  zero  In  calculating  the  av- 
erage total  cost  of  producing  milk,  if  h% places  no.  reservation  on  the  time  he  spends  % 
on  the  dairy  enterprise.  Curve  3  reaches  its  minimum  [?oint  of  $2.21  per  hundred- 
weight of  milk  witli  the  1-man,  35-cow  dairy- farm*  Tlie  farmer  could  remain  in  ppo- 
duction  Indefinitely,  meeting  all  out-of-pocket  eosts'and  depreciation,  if  the  nrlce 
remained  at  tliis  level.  But  he  would  receive  no  return  for  his  labor,  mitnagement, 
and  risk-taldng.  l^amily  living  expenses  and  debt  repayment  would  have  to  bo  met  • 
from  the  return  to  owned  capita}  and  from  otlior  sources. 

i  Iowa  Dairy-Cash  Grain  Farms 

A  study,  conducted  by  Darker  and  Heady  In  lOGfi  considered  I-  and  2-njan  farms 
In  Iowa  producing  milk  and  cash-grain  Crops  (3).  Herd  sizes  up  tp  04  cows  were  ana- 
lyzed using  linear  programming  to  select  tlie  optimum  crop  rotation.  Tecl^rfologlea 
analyzed  included  tlio  stanchion  barn  system  and  four  parlor  systems:  4-abrea9t, 
stanchion  i)arlor,  3-stall,  0-stall,  and  horringboiio.  The  resldu^al  claimant  Included 
operator  management  and  rlsk-taidng.  It  was  found  tliat,  on  a  1-man  farm  witli  14  cows 
150  acres  of  corn-corn-oats-meadow  rotation,  and ,'$77,  000  of  capital  (including  live- 
stock), gross  income  would  just  cover  all  costS"lnclu^lng  the  opportunity  coat  of  tlie 
operator's  labor  valued  at  $2, 000  per  year,  plus  &^i)ercent  interest  charged  for  fixed 
capital  and  7  percent  for  operating  capited";  U^ith  .tliis  size  of  farm,  the  operatoi^  would 
be  fully  employed,  and  expansion  in  jj*^^  s*?^JP  woppid  require  hiring  another  ftiU'-time 
worker.  The  wages  of 'a  hired  man  wft^c^'8iiiii^<!>d[  lo  be  $2,  G€0  a  year.       n  » 

TliO  2-man  farm  achieved  biM?ak-oven  point  at  a  herd  size  of  24  cowk,  with 
300  acres  of  cropland  and  ^ilire-^anli^O,  000  of  Investment.  Beyond  this  sT^e, 
average  cost;  gonUnups  t<t(^t^ti^le  sharply  until-a  herd  size  of  32  cows^ls  rcaijhcd 

Fosti revenue  ratio  Is  slightty  over  0.1)0,  and  ijiost  of  aheV 
^d*i^i^5ofti^tit^f^^  Only  a  sliglit  reduction  in  tlie  co8t:re^enue.  ritia; 

is  expericnc*^^l(|iSM45^T^^^     explihded  to  58  cows,  470  acres  of  cropland,  '.and , 
$102»000  of  e^^it^;^^^ffeiHl  this  size,  with  the  labor  supply  held  ^  ^.25, man-ycariJ; 
tlio  averaga'cost  cun^6  |6£the  iowa  dairy-cash  grain  farm:^uros  upVk^d.  "v-  :  / 
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Figure  13 


Very  nmM  farm  «la;es  are.  depicted  mm  btlng  quite  inefficient,  l^hii  is  ptrtty 
bectuie  the  firm  is  viewed  in  tlic  ^convention*!  wty^  tg  limply  t  producer  of  farm 
products.  Conaequentty,  the  coat  of  the  operator's  labor  ($2, 500)  and  the  coit  of  the 
other  fixed  resources  are  spread  over  relaUvely  few  units  of  output,  leading  to  a  hi^ 
average  total  cost.  This  formulation  is  qprreet  for  farmers  who  operate  rfmall  farms 
and  have  no  other  source  of  Income^  But  in  real  life,  the  operators  of  mtoy  such  small 
dairy  farms  alsQ  engage  in  some  eustom  work  or  have  off-farm  jobs.  If  the  small 
dairy  farm  is  viewed  as  a  goods-aml^services  firm,  not  all  of  the  annual  cosj  of  4he 
opor4tor»s  labor  would  be  necessarily, charged  against  the  farm  enterprises/ 

Taking  all  fticsc  InQome  sourcbs  together,  the  small  dairy  farirtin  real  life 
probably  Is  not  as  Inefficient  as  thf  sharply  sloping  envelope  eurv^sJKld  imply/ 
Nonetheless^  'the  number*  of  Iowa  farms  witli  fewer  thim  30  milk  cows  decreased 
sharply  during  Uie  1050»8,  wWlc  the  number  with  30  to  74  milk  cows  nearly  tripled. 
,Large  dairies  (75  cows  or  more)  increased  by  only  38  percent  during  the  decade 
(128,.  pp.  028-520),  .  *      .  ^ 
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"  Arizona  Dadriea 

Mftrtin  and  Hill  in  a  1962  iludy  attempted  to  provide  an  iniight  into  the  nature 
of  the  right-hand  {K^rtiona  ' of  the  envelope  curve  for  dairies  (84).    Dairy  farma 
f,  ranging  in  size  fr^m  30  to  GU  cowa,  with  a  labor  supply  of  from  1  to  13  men, 
were  surveyed.     •  ^ 

.Initially,  average  coata  were  calculated  fpr  gynthetio  dairy  firma,  aaaujning 
management  and  production  per  cow  Epical  of  each  aize  group.  Figure  14  ahowa 
that  tiie  average  coats  <curve  5)  declined  sharply  up  to  a  herd  size  of  about  150  head, 
fjsOling  gradually  to  a  minimum  of  $4. 86  per  hundredweight ^f  milk  for  a  herd  aiz« 
of  2i50  to  350  head,  and  then  roae  to  $5,27  per  hundredweiaAit  aa  heird  aize  approadied 
G00h<}ad.       *      .     '  \ 

For  comparison,  the  budgeta  were  recalculated,  aasuming  above -average 
.  agement  and  holding  production  at  12,  000  pounds  per  co#v  but  still  using  the  bam 
ayatcm  typical  of  each  sizfa  group.  The  reaulting  avera^  coat  curve  (cutvjo  4)  waa 
considerably  lower  and  flatter  than  with  typical  managem^t  and  production,  reach- 
ing approximately  minimum  average  coat  of  $4. 68  per  hundredweight  at  a  herd  size 
of  150  head,  witli  a  3-man  labor  force.  Average  coat  was  fdund  to  be  nearly  constant 
over  a  wide  range  of  farm  sizes,  from  150  cows  to  the  largeit  size  analyzed  <G00cowa), 
with  tlie  labor  supply  varying  from  3  to  12  men,  and  with  value  of  inveatment  rising 
from  about  $100, 000  to  more  tlian  $350, 000.  \  > 


To  establish  tlie  characteristics  of  the  synthetic  firms,  a  total  of  37  carefully 
selected  dairies  wore  arranged  in  aix  size  groupa,  depending  on\ach  dairy'a  'milk 
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base  <quota),  Typical  combinations  of  land,  improvcmentB,  and  dairy  equipment 
were  used  to  form  a  "repr^eentativfi**  dairy  farm  for  each  of  the  six  Mixe  categoriei.  ^ 
Eac}i  typical  situation  was  adjusted  to  eliminate  excess  capacity,  based  on  the  carry- 
ing caljacity  of  the  milk  barn  and  bulk  tank.  Investment  costs  used  in  calculating 
intere«>s.depreciation,  taxes,  and  insurance  were  based  on  current  replacement 
costs.  Yearly  salary  for  hired  labor  was  calculated  at  $4,  800,  including  percjuisites 
of  about  $725.  Operator  labor  and  management  were  included  with  risk-taking  in 
the  residual  claimant.  > 
'  ■•  ■  -■ 

Production  per  cow  and  cow  prices  were  found  to  vary.'witJi  herd  mize.  A 
variety  of  assumptions  were  employed  in  the  budgeting  analysis  to  indicate  coat 
curves  with  high-pz^ucing  versus  low-producing  cows. 

.   Survey  data  indicated  that  management  difficulties  typically  began  occurring 
near  a  herd  si 2 e  of  1.50  to  175  cows.  T)Us  problem  was  manifested  in  three  ^^s: 
(1)  Feed  waste  increased  with  herd  size;  <2)  it  became -difficult  to  vary  the  level  of 
grain  feeding  relative  to  each  cow's  production  as  additional  cows  were  added,  be- 
cause  of  the  variation  among  cowa?l^and  (3)  the  manager's  supervision  and  coordina- 
tion duties  became  »Xf  difficult  as  the  herd  size  and  labor  force  increased  tliat  he  had 
no  time  to  look^for  savings 'in  purchasing  feeds.  This  seems  to  be  an  example  of 
diseconomies  of  size^  H$>wever,  if  the  herd  sizes  and  resource  situations  exiimined 
in  this  study  had  included  the  possibility  of  hiring  additional  management  services 
and^pecialized  purchasing  personnel,  some  of  these  management  problems  mi^^t 
have  been  overcomej.  thougli  probably  .with  some  rise  in  management  coats.  Type  of 
milking  barn  on  the  survey  farm  varied  with  herd  size.  Stanchion  barns  were  typical 
of  dairies  with  fewer  than  100  cows.  Bucket-type  milking  machines  wrtre  used  on 
dairies  ranging  from  30  to  60  cows.  Dairies  with  60  to  100  cows  usedjiipeline  instead, 
Qf  bucket  milkers.  ^Hiking  parlors  were  typically  found  only  on  farms  with  more  than' 
100  cows.  The  3-8tall, ^de-opening  pallor  was  commonly  used  by  100-  to  l5€l-cow 
dairies.  Walk^-through  parlorf  were  used  by  most  of  the  dairies  with  from  ISOMo 
over  600  cows.  These  typical  milking  barn  systems  were  assumed  in  constructing  « 
the  budgets  for  tlio  different  dairy  Bizes.  ' 

The  analysis  did  not  consider  alternative  milklng-biirn  tcclinologiet^for  each 
size  groilp.  The  herringbor]^•^T«^iQ^^^aJ^    considered  for  any  size  group.  Results 
of  other  •studies  indicate  th«(t  even  foruairlea  as  small  as  40  cows  tlio  milking  parlor 
is  considerably  more  efficient  in  the  long  run^an  i^o  stancliion  barn/  and  tliat  the 
herringbone  parlor  is  more  efficient  tlian  other  pmor^ systems  in  many*cases  (17,  3). 
Therefoifb,  the  envelope  curve  which  the  planning  firm  in  Arizona  shotdd  consider  i7 
probably  lower  and  flatter  tlian  suggested  by  the  curves  presented  hercr  wlUch  reflect 
"typical"  barn  technologies  for  each  size  group.  ^  Employing  advanced  technology,  the 
Arizona  dairy  farmer  could  probably  achieve  highly  efficient  production  and  realize 
most  of  the  economies  of  size  at  a  much  smaller  herd  size  than  tlie  150-cow  size  indi- 
cated in  this  study. 

Even  so,  tlio  cost-officieney  rclationslUps  derived  in  tills  study  arc  consistent 
with  trends  shown  In  the  195D  Census  of  Agriculture  (128),  The  number  of  Arizona 
farms  having  less^  than  75  milk  cows  declined  sharply  duringtlie  1050*8,  tlic  number 
of  farms  with  75  to  00  cows  remained  stable,  and  dairies  with  100  head  or  more 
tripled  in  number,  rising  from  40  to  12G  farms.  In  1059,  five  Arizona  dairies  had 
more  thafi  500  cows. 
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Buxton  conducted  a  complotoiy  syhtlictio  analysis  of  Minnesota  dalcy  farm«  ih 
19G4,  uaing  Unear  programming  to  select  the  least-oost  cbmplement  of  maclUnery 
and  the  optimal  farm  plans  for  herd  sizes  up  to  90  ccfws  {lV,22f   Alternative  farm 
enterprises  considered  were  hogs,  corn,  and  soybeans,  .The  dairy  enterprise  ac- 
counted for  at  least  GO  percent  of  gross  income  op  the  synthesized  dairy  farms.  *Scv- 
oral  alternative  housing  and  milking  arrangement^  wej^  considered.  One-man  sya- 
tems  fhcluded  stanchion  bai^tis  and  three  sizes  of  herringbone  parlors  <double-4, 
double- 5,  and  double^C),  The  onl^  2-man  system  4nalyz:ed  was  a  double-8  herring- 
bone parlor.  Operator  labor  gnd  management  were  included  with  risk-taking  in  tlie 
r#8idual  claimant,  •  '  *  * 

^  /  ,       .  • 

Virtually  all  tlie  economies  of  size  we|'e  achieved  by  a  1-man,  48-cow  dairy,  ► 
using  a  douWe-O  herringbone  milking  parlor  <fig.  10).   The  farm  rjlan/callefj  for 
more  than  $100,  000  of  investment  capital.  Including  290  acres  of  land  and  a  3-plow 
tractor  and  complement  of  maclUnery..  Average  total  cost  per  dollar  of  ^ross  In- 
come was  about  $0, 84  at  thirf  point,  with  a  total  return  tO  tlje  operator's  personal 
■orv^ceS  of  almost  $5,  GOO.  •  -  «^ 

The  2-man  dairy  aelUcved  a  slightly  iower  costirevenue  ratio  of  0. 82  with  an  *' 
87-cow,  4a0-acre  dairy  fajynn.  Net  operator  income  was  about  $11,  000  and  resource 
requirements  included  more  tlian  $200, 000  of  investment  capital. 
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;  ^        .  .  These  results  are  relevant  to  the  j)lanning'*dairyman>  be$;^use*the  analysis  ■ 
i'  .      -  considered  the  highly  efficieiat  new  Wldnlg^-parl^^  *nie  l^man  dairy 

./  "         can  achieve  considerable  redtictidhs  in  avei-age.  cost  by  «^ 

J^./       -  -^g- g^- Qj^y  sUgrit^'raductibnB- are"ac]ffieve^^  : 
0.       .  laborer  ""is  hifedi  .But-because  oflarger  volume,  the  total  profit  accruing  to , the 

V  *     2^inan  dairy  is ,^bbut  dpublQ  that  aticjriidng  to  the  1-man  unit.  ^ 

^      .^.vjouriS^'the  r95(J»B/ the  nuniber  b^^^ 
^  decliiied^harply.  Nu^teer  of  farms 'i^ 

i.n^  30  to  99  i^iilk  cows  quadrupled.  lAieinumbfer  of  very  large  fairies  remained <^maU: 

*  \         *  in  19  §9i  the3*e'were  only  49  Minnes  oia  farms  with  •  1.00  .oi^.  morel^mlk  coV  s, ,  compared 

*  '  .  '  with:  is  farms  in  1950.  Thus,  it  appears  that  althou^  many  Mitinesota  dairy  famas' 
are'liending. toward  the,  more  effici^t  and  more  profi^abl^  h?rd^ sizes,  very  few  are  _ 
veh*Uring.b^ond  the  100- cow  size.  ■    .  •  ' 

•      '         S         '  .  ■  . ■■     '  '^i  ■    ■  * 

^      .  '        ^       *'     ,      ,  .  Res^ilts  of  the.  Four  Dairy  Studies^^'  ^  • 

.^^  '  '  'Results ''of  the  four  studies  discussed^n  this  section  areiiiot  directly  comparable. 

■  ^Flrst]  the  assumptions  and  protedures  varied  from  one  studyifip  the  next.  Different 
dfejir'eciation  schedules^  salvage  values,  interest  rates,  and  ofler  input rices  were 
^  usedii-and'the  studies  varied  ^s  to  whether  operator  labor  and $tianagement  were  in-  ^ 

^".^     .      eluded  in  the  residual  claimant.  Second,  no  common  measure- of  average  total  .cost 
is  avaaable.   The  cost  per  hundr*edweight  of  mUk  as  Jiresented  in  the  Kew  Englaiffl^ 

•  and'  Arizona  studies  is  npt  directly  comparable  with  the*  C0^t:revenue  ratio  of  the  , 
miatiple. product- farms  .analyzed  in  the  Iowa  and  Minnesota  ptiidies.  Calculating 

•  '  th'd  cost"  per  hundredweight  pf  milk  -for  a  jnultiple-product  fkvra  (as  iti  the  Iowa 

stixjJy)  involves'  an  arbitrary  alKi>ation>of  fixed  costs  to  the  dairy  enterprise.  Several 
'    "alternative  <alid  equally  valid)  criteria  for  allocating  fixed  costs  are  available,  and 

*  '        ^cb  may  ^^e  a  sUghtly  different  aiisv/et.   This,  difference  in  prooedurd  further  con- 
.      "       ^fotiQds  the  comparisons .  '  ,  * 

■         A,  third 'and  more  serious  reas6n  why  the  results  of  these'four  studies  cannot 
'       .  '     be  directly  compared  is  that  they  differed  in  the  degree  to  which  the  synlheti<^-firm' 

•  *tec6nqmiv:-engin^ering  approaxiix  was  used.   The-Iowa  and  Mimiesota  studies  consid- 
'  ^r^d 'modern  milking  parlor  arrangements  for  all  dairy  sizes,  not  limiting^lihe  re- 

'    -       sourpe  combinations  to  those  found  on  existing  farms  .4  The  Arizona  study  congiidered  * 
^  .f  only  tiie  typical  barn  technologies  for  each  size  group  as  they  were  observed  in  the 
sample  dairies.,  Likewise,  the  New  England  study  considered  only  those  technologies 
.in  use  at. the  tiifie  (about  1950);  these  re^ts  are  not  applicable  to  today»s  planmng  ^ 
.\  ,  fi)»jn.  '  .    ■  .t./ 

"  •*  The  ^a»and  Minnesota  studies  extoined  1-man  and  2-i?aan  dairies  witii  herd 

sizes  of  less  than  100  ccws .   Most  of  «the  economies  of  size  were  found  to  be  attain- 
able      a  40-  to  50-cow  dairy  farm,  provided  the  operator  had  sufficient  manage-  J 
i  ^  ment  ability  and  cbuld  gain  control  of , more  than  $1 50,  000  of  investment  capital.  -  .      .  , 

The  Minnesota  study  indicated  that  the  1-man  dairy  farm  coiddreaHzeli^ 
any;  increase  in  efficiency  by  doubling  farm  size  and  hiring  an  .additional  worker, 
but  the  increase  in  volume  would  give  rise  to  consider ablyrhigher  profit.  .  i6 
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J?,  ^^^'^"B    rger  dai^j,  farms,  the  Arizona  study  ahbwed  that  resource  vari- 
abUlty  becam?  troubleaomfe  with  a  herd  size  6f  about  15&  head  as  it  beVaWHfffi!^/ 

fte  supervision  and  doordlnattoJ problems  increased  with  the  sie  of  herd'ana  ae 
M»»r  force,  management  experienced  increasing  difficulty  in  coping  Witt  f«d  orlce 

"chopping  aroun^d"\n  bujngted 
Thua^^the  larger  Arizona  dairi'es  show  ho*  resource  vatiabifity  and  uncfrtSfcad 
•l^S^TC!^"'  coordination  a«d  W6rvisiIVsSst:W'' 

■         •  empirical  studjej^^jaSEnsidered  the  possibiUty  ot  hiringadditional  ' 

management  resources .  Nor  diS  th^  consider  the  use  of  mIdeA  making  and^ts-  ° 
'SmEro  ^^'^  »a«ns.^  .,We  do  not  yet  know  whether  thfe^i~ed 

.  complexity  of  a  large,  modem.  well.-|,rg^zed  daiiy  farm  would  require  dispropor- 
tionate fncreaseS  in  managementr^uls  aJd  costs.   Howex^er  the  igsq  rt.rt.nc,  ' 
•Agriculture  (hs)  sWs.that  l^he.ifer  oi  SO'-  to  1  OO^ow  d^rl^Js  is  Lcrea^^^^^ 
more  rapidly  than  the  number  pf  larger ;dairle,.  and  th^t  relatively  few  firms  are 
m^t  ef^?'  very  large  herd  sizes.- ^This,       8urvivo|»hip  pHnljTi^Tonty  L 
moat  efficient  sizes  survive,  ip^.the  long  run)  suggests  that  ve^r  large"  dairies  are  n^ 
inherently  more  efficient  than  niedium.-sij!ed  dories         ,  \ 
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